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and intelligent interpretation of the new trade cycle which he believes 
is now under way. “The Inevitable World Recovery” presents sound 
support of his theory that the entire economy of the world is about to 
be lifted to a new permanent level in the values of currencies as we 
know them, and that indebtedness is to be raised to fantastic heights. 


The author first discusses the promise to pay as a factor in the world’s 
money markets and then shows its relationship to world crisis and 
recovery. Unbiased by preconceived theories which have burdened 
much financial and economic thought, this book offers an original 
treatment of such vital subjects as The Dominating Influence of 
National Debt, The Money Base, Great Britain’s Abandonment of the 
Gold Standard, The American Stock Market Boom, Recovery in the 
United States since March, 1933, and Its affect on General World 
Recovery. Significant, indeed, is its closing sentence, “The creative 
activity of the new generation will have enormous play, and the gener- 
ation that fought the war will go down to its old age in the gratifying 
splendor of a new world.” 


Let us help you round out your financial library! 


Our Changing Government... . 


Here is a sincere, well written book which outlines simply but effec- 
tively the peculiar relationship existing in the United States between 
the Government and the individual. “You Are the Government” was 
written by Mr. Jouett Shouse whose wide background and diversified 
experience mark him as an expert on governmental matters. He is 
now President of the American Liberty League and has been a member 
of Congress, Assistant Secretary of the Treasury, Chairman of the 
Democratic National Executive Committee, President of the Association 
Against the Prohibition Amendment. 


The story of the American Government is told in twelve revealing 
chapters entitled, Popular Government, Liberty and Property Rights. 
The Dual Form of Government, Trends Adverse to Popular Govern- 
ment, Emergency Powers, The Menace of Bureaucracy, Social Welfare, 
Government in Banking and Business, Government in Money, Cost of 
Government, The Partisan System, Obligations of the Citizen. You 
will be astonished to find the enormous changes which have taken 
place in our Governmental system during the past two years. Every 
businessman will be interested in this up-to-the-minute discourse on 
the power of the individual vote. 


Keep abreast of new developments by reading! 


Analyzing the Debt Question .... 


In view of recent discussions and disputes over foreign investments, 
defaleations, and threatened repudiation of private and intergovern- 
mental debts, this new book “Foreign Bondholders and American State 
Debts” carries added implications. Professor Reginald C. McGrane, 
well-known author and educator, has prepared this account of the 
defalcation and repudiation by some American states of their public 
debts, with the purposes of throwing light upon the problems of 
lenders and borrowers. It is an excellent background source for the 
man who would understand the subject of debt settlement as constantly 
referred to in the daily press. 


In the light of hitherto unpublished documents the book analyzes the 
circumstances under which the different state debts were incurred, the 
inducements held out to investors to purchase state securities, the 
difficulties encountered by the lenders and borrowers in attempting 
to understand each other in periods of enthusiastic optimism and 
pessimistic depression, the part played by the press of debtor and 
creditor countries in aiding or obstructing settlements, and the econ- 
omic and international repercussions of these almost forgotten debt 
controversies. 
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With Our Readers 


Sirs: 

Having read your magazine for 
many years, I wish to state the griev- 
ance of a small farmer. It seems to me 
the Government has the cart ahead of 
the horse. They have helped the rail- 
roads, banks and labor and where are 
we? 

Give the farmers a break, help the 
farmers, pay them to raise wheat, corn 
and hogs; do not force them to sell the 
finest kind of veal calf skins for 4 cents 
a pound and then allow the shoe deal- 
er to sell the same material in a manu- 
factured form for $4 per pound. If 
the farmer is helped, he will have pro- 
duce to ship, which will help the rail- 
roads, and cars of produce make busi- 
ness for the banks, and lastly it will 
give labor something to do and to eat. 

The farmer can not afford to pay 
the 50 cents per hour which the Gov- 
ernment pays. When labor will work 
for a reasonable wage and the farmers 
have money with which to employ la- 
bor, they will then be able to care for 
themselves, help labor, banks, railroads 
and so on. The sourness of the pub- 
lic’s stomachs will disappear and every- 
body will feel better—E. S. S., Ever- 
ett, Ohio. 


You surprise us. Have we been 
wrong in supposing that the Govern- 
ment has done as much for the farmers 
as for any other class and more than for 
most classes? If not, who gets the pro- 
cessing taxes that the consumer is pay- 
ing? At present the Government is 
paying farmers not to raise wheat, 
corn and hogs. We are afraid your 
proposal to reverse the remedy would 
be more of a shock than Secretary of 
Agriculture Wallace could stand. 

—Ep. 


Sirs: 

Herewith renewal of my subscrip- 
tion to your helpful magazine for a 
two year period. I read it faithfully 
from cover to cover, but am willing to 
admit that I am not always in accord 
with the opinions expressed. 

Unfortunately for me probably, I 
am not strongly partisan; therefore I 
do not see anything revolutionary in 
the New Deal, socalled. As I go down 
the street with a few dollars in my 
pocket to spend I select from the vast 
array of goods offered what suits me 
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best.and pay more or less as I am able, 
always getting what I believe to be the 
best value for my money. 

I read in your Magazine expressions 
of opinion on the subject of the utili- 
ties. Now it seems to me that invest- 
ment in the utilities represents capital 
accumulated during an inflationary pe- 
riod. It should be self evident that 
earnings cannot today pay for the use 
of that capital, let alone provide for its 
retirement. What is to be done about 
it? We don’t want inflation on one 
hand and we don’t want public owner- 
ship on the other hand and above all 
we don’t want bigger power and light 
bills. In fact, I think we need lower 
bills. We elect Presidents, Senators, 
Congressmen and a thousand and one 
other officials, turn over to them 10,- 
000,000 or more unemployed people, 
many with utilities investments that 
should return them a living, and say 
here’s the problem, do something.—C. 
H. T., Long Beach, Calif. 


Thanks. We hold no brief for over- 
capitalized utilities but believe publig 
operation is the worst possible remedy. 
Why not explore the fullest powers 
of the present public regulation?—Ep. 


Sirs: 

I note suggestions of O. H. L.. Min- 
neapolis, Minn., in January 5 issue 
suggesting that unemployed be mobi- 
lized and assisted to produce their own 
necessities thus taking the burden of 
their support from the general public. 
Also your criticism of the plan, mainly 
that these people do not want to be 
moved, etc. May I say that the plan 
is one that I have arrived at and I can 
find no better one. That these people 
should be helped to help themselves 
seems unanswerable. Regarding your 
objections, who among us receives all 
he wants, and does not every one of 
us have to accept what he can get? 
Should these people, not being able to 
swim themselves, find fault with the 
quality of their assistance? They should 
be favored as much as is consistent, but 
the health of the Nation at large is 
more important than the fineness of 
the treatment given to its most trouble- 
some part. We know that in so called 
good times we have several millions of 
unemployed who are assisted to live. 
I believe the movement should be gone 


into as a permanent undertaking. The 
numbers assisted would vary according 
to the times, and it should be built with 
that expectation. I would not suggest 
that all be brought into one locality, 
but rather that operations be started at 
different locations most advantageous 
for the specific purpose—a big farm 
here, a ranch there, a coal mine, mills, 
factories wherever such may be secured 
most advantageously, yet with an eye 
to co-ordination. I would make the liv- 
ing conditions good yet not so good 
but that people with any ambition 
would be glad to work out and into 
self supporting society. I would work 
into the plan gradually rather than with 
a splurge and upset. The productions 
of these people to be used only for the 
unemployed or public charges. This 
would take some business away from 
general business, but as I believe the 
plan sound in its general economics, 
then all would be benefited—W. H. 
C., Washington, Mich. 


In times of economic distress the only 
activity that rises to new highs is the 
production of plans and panaceas. A 
moratorium on artificial remedies might 
do some good, but is not to be expected 
until times get better—as they will de- 
spite the planners. Our economic sys- 
tem and its ability to provide employ- 
ment have not failed. We abused it 
frightfully in the double wear and tear 
of the World War and the post war 
boom, and then were abashed when it 
finally could carry a crazy load no 
further. Now we have gone through 
a long period of deflationary adjust- 
ment. We have taken the medicine 
that always has restored economic 
health in reasonable time. Why not 
give it a chance?—Ep. 





Sirs: 

Economists have stated that the de- 
pression will not be over until unem- 
ployment is overcome. Technocracy 
would have us believe that the develop- 
ment of machinery has rendered a 
large number permanently jobless. 
Whether this is the case or not, it 
would seem to be to the general advan- 
tage to give all available jobs to those 
who are responsible for supporting 
themselves or a family. 

Were married women taken out of 

(Please turn to page 529) 
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A Year Book of Financial, Industrial, Security and Economic Facts 


A most complete and helpful Manual prepared in a unique style, that 
saves you time and yet gives you complete information on every wm- 
portant industry and security. 


Facts, Graphs and Statistics that 
will help you make your 1935 
Business and Investment Plans. 
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UR 1935 Manual to be published on March 9, 1935, gives you a complete 

* statistical record for the past three years of all the leading companies in 

Factual every important industry, in addition to high, low and last prices for 1934. 

The clarity and simplicity with which we present all data and interpretive 

and comment will give you a clear and accurate picture,—not only of the position 

Interpretive of the individual corporation,—but of the industry of which it is a component 

part. This material will enable you to map out your investment course during 

a 1935. It will tell you which securities to discard and which to hold,—and en- 
able you to build a sound investment foundation. 





The financial position of all leading companies showing the ratio of assets to liabilities, the net working capital, funded 
debt, whether interest and fixed charges are being earned and by what margin, etc., will be included. This is a very 
valuable feature in view of prevailing conditions. Among other important features are: 


To invest successfully in 1935 you must act on facts. Earnings, 
financial positions, and actual prospects will be more important 
then than at any time in recent years. To give you all the facts 
about the various industries and the situation of each individual 
company as well as an analysis of its economic and business out- 


MARKETS... 


Analysis of the Stock Market for 1934 with 1935 Out- 

look. By the Industrial and Security Experts of The 

Magazine of Wall Street. 

——Comparison of earnings of all leading companies for sev- 
eral years past. 

——New Stock Listings. 

——Stock Market Prices 1933-1934. 

——Over-the-Counter Prices. 

——Curb Market Prices. 


BONDS ... 


DOMESTIC TRADE AND BUSINESS... 

Analysis of the Business Situation from the stand- 

point of recent events and prospective trend. 

Money and Finance. 

Commodities—Including Graphs Indicating Price Trend. 

Record of Production of Leading Commodities and New 
Production Trend. 











New Industries. 

——Important Issues in New Foreign Financing. 
SECURITIES ... 

3 Years Earning Record—Present Financial Position. 
Illustrated with Charts and Tables. 





—Railroads —Chemicals —-Steel —Shipping 


Bond Market Prices for 1934. —Public Utilities —lLeather —Coal —Tobacco 





--—Analysis of Bond Market for 1934. —Food and Packing —Accessories —Oil —Radio and 
Bond Financing. —Chain Stores —Textiles —tTires —Communications 

~——Unlisted Bonds. —Mail Order —Mining —Paper 

—Curb Bonds. —Automobiles —Machinery —Sugar 


One hundred tables and charts illustrating basic conditions in important industries and fully detailed tables giving lead- 
ing companies’ earnings, financial position, etc., over a period of years. Practically every company of importance whether 
listed or unlisted is included. The data gives the investor a complete record of the growth or decline of practically every 
leading corporation, which will enable him to determine the real trend of the company’s affairs. 


This valuable volume will be sent FREE, providing you send in your subscrip- 
tion to The Magazine of Wall Street for one year, using Special Coupon below. 


oS —Mail This Coupon Today— — — — — — — — — — — — — — 


The MAGAZINE OF WALL STREET SPECIAL FREE Manual Offer 
90 Broad Street, New York, N. Y. 


I enclose $7.50. Send me THE MAGAZINE OF WALL STREET for one year (26 issues), beginning with the next issue, including | 
new 160-page book—‘‘How to Make Profits in Securities Under the New Conditions.’’ Also full privileges of your Personal Service | 
Department. It is understood I am to also receive free: The Magazine of Wall Street Manual, to be issued March 9, 1935. 
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N the aftermath of the boom it was 

a popular practice to look back- 

ward and point to the excesses 
and extremes of 1929. Fantastic prices 
of stocks selling at 25 to 50 times earn- 
ings were mentioned with derision. 
The theory of discounting a remote 
future was scouted. 

One would expect as a result that 
present-day prices, naturally on a much 
lower level, would be in conservative 
ratio to both present and prospective 
earnings. Some are, it is true. On the 
other hand, many stocks are selling at 
excessively high ratios to their earnings 
under current conditions or even those 
in immediate prospect. 

This is so in some cases because the 
business is popularly supposed to be a 
potential beneficiary of monetary infla- 
tion and such stocks are in demand as 
possible hedges. Other stocks have been 
maintained at a high ratio of price to 
earnings because of the expectation of 
broad participation in the early stages 
of recovery; chemicals are conspicuous 
in this category with most of the im- 


Old Idols With Clay Feet 


portant companies selling at prices 
twenty to thirty times their current 
earnings. A few more are sustained 
by their scarcity value—investment 
grade issues which have been widely 
purchased as more or less permanent 
holdings. Such stocks do not come 
back on the market in large quantities 
and hence sell at prices which appear 
high in relation to the income which 
their dividend payments offer. Such 
reasons for high prices are perhaps de- 
fensible. There are, however, stocks 
which sell in absurdly high relation- 
ship to recently reported earnings large- 
ly because of tradition. Beware of 
them! 

They are in demand because of the 
prestige of their management and their 
earnings record in the boom years al- 
though they may have been “‘in the red” 
throughout most of the depression. 

Now, obviously, there is a limit to 
the premium one should pay for mar- 
ket prestige—for management skill, 
however, successful in the happier and 
halcyon days when there was plenty 


of business for everybody. All the 
management skill in the world cannot 
produce profits for some former favor- 
ites under present conditions. The 
volume of business available, and to 
be available as far ahead as it is safe to 
estimate, is not enough to provide 
highly profitable operation to all of the 
corporate giants. There is no assur- 
ance that the stars of yesterday will all 
attain their former brilliancy. Condi- 
tions change, industries shift and old 
champions give way to newcomers even 
in normal times. Such shifts are apt 
to be far more pronounced as business 
resumes a faster tempo after a pro- 
longed depression. Sheer size, or well 
deserved popularity in another day, is 
scarcely grounds for grossly overdis- 
counting a remote future under today’s 
circumstances. Nevertheless such over- 
discounting is a notable tendency in to- 
day’s market. Hope and expectation 
of business recovery may be justified, 
but let the media in which they find 
expression be judged in the light of to- 
day’s performance. 





In the Next Issue 





Business Prospects in the Second Quarter 


Will Early Year Activity Endure or Will the Rise Meet the Same Fate as 


the Spurts of 1933 and 1934? 
By JOHN D. C. WELDON 


What the Government Will Do to Holding Companies 


By Francis C. FULLERTON 


Oil Stocks for the Long and Short Pull 


By BARNABAS BRYAN, JR. 
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DIVERSIFICATION 


AS ACHIEVED BY INVESTMENT MANAGEMENT SERVICE 








‘BALANCED diversification is one of the most 
important safeguards for conservative investment. 
As achieved by Investment Management Service it 
embraces four major factors—type of security, 
nature of business, geographical location, political 
influences. 


DIVERSIFICATION BY TYPE OF SECURITY 


In general, the broad economic, political and 
industrial outlook dictates which class of securities 
should be represented in the conservative portfolio. 
In periods of generally declining prices concentration 
should be in cash and high grade bonds, while 
common stocks and volatile preferred stocks should 
be sold. During periods of inflation and pro- 
longed price rise, a shift in the proportions of the 
portfolio should be made from cash and high grade 
bonds into soundly diversified common stocks. 


DIVERSIFICATION BY NATURE OF BUSINESS 


A soundly constructed portfolio diversifies the 
element of risk among sufficient industrial group- 
ings to afford maximum protection; while, at the 
same time, concentrating among the industries 


Our skilled 


statisticians keep the factors influencing each busi- 


offering the greatest potentialities. 


ness group under constant scrutiny so that our 
clients may be promptly counselled whenever a 
pivotal point is reached. 


DIVERSIFICATION BY GEOGRAPHICAL LOCATION 


This type of diversification is commonly overlooked 
until a strike, a flood or an earthquake impresses 
upon the investor the fact that the sources of labor 
or raw materials, or the factories of most of the 
companies in which he is represented are situated 
in the same area. Weak strategic location of 
industries in countries subject to attack in case of 
war must be recognized. 


DIVERSIFICATION BY POLITICAL INFLUENCES 


The dictates of a temporary political demagogue 
may play havoc with the securities of corporations 
which operate in the country or sections subject to 
his political power. ‘The imminent election to 
high office of any man with radical ideas on any 
major question—inflation, tariff, taxation, public 
debt—should be discounted in the portfolio. Our 
staff with its wide background and intimate know]l- 
edge of domestic and foreign affairs can act to 
safeguard the interests of our clients before the 
average investor is aware of danger. 


Because of the tremendous amount of specialized 
research which must be instituted and painstakingly 
maintained in order to keep the most advantageous 
balance in your holdings at all times, it is obvi- 
ously a task which can best be handled by a large, 
fully equipped and trained organization such as 
Investment Management Service. 





How are your invested funds apportioned among the various industries? 
What percentage of your annual income ts derived from each group? If your port- 


folio exceeds $50,000 in value send us a list of your holdings and objectives and we 


shall make-a preliminary analysis showing interesting breakdowns and explaining 


how Investment Management Service can foster your market welfare. 
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The Trend of Events 


NDER the guise of more bank 
“reform”, the Administration 
has drafted and will almost 

certainly push through Congress a bill which for all 
practical purposes will complete the conversion of 
the Federal Reserve System into a central bank, domi- 
nated by the Treasury. This will mean a banking sys- 
tem controlled by and subservient to the fiscal aims 
of the New Deal. 

The proposed mechanism is a convenient substitute 
for the printing press. To be sure, it will be equipped 
with brakes, as well as an accelerator—but in the ab- 
sence of any semblance of a private credit boom it is 
obvious that acceleration is the real motive. It is to be 
doubted that the brakes mean much. If they are suc- 
cessfully applied before a ruinous inflation is produced 
it will be the first time in history that this difficult trick 
has been performed by a spending and borrowing gov- 
ernment possessed of so handy a device for almost un- 
limited issuance of bonds and money. 

It is true that our banking system is a faulty hodge- 
podge. Intelligently thorough revision of it has never 
been politically possible and apparently is not poli- 
tically possible today. It is true that the Reserve Sys- 
tem has been a disappointment, partly because of the 
abnormal demands made upon it in a chaotic war and 
post-war period, partly because of endless political 
tinkering with it and emasculation of it, partly because 
the formerly automatic balance wheels of gold and 


THIS IS 
DYNAMITE 


commercial paper have ceased to be effective. We 
have too much gold and too little commercial paper. 

But if we can not set up a thoroughly sound and 
elastic banking system—such as Great Britain has, for 
example—it would appear far safer to go along with 
what we have than to embark upon the dangerous 
adventure in political control of credit and currency 
now proposed. To embark upon it is to place dyna- 
mite in the hands of elected officials who today are 
subject to an ominous and potent compound of poli- 
tical group pressures never before matched in this 
country. 

For nearly two years, under excuse of emergency, 
speed has been the Roosevelt Administration’s watch 
word in jamming hastily improvised legislation of 
almost incalculable consequences through Congress. 
Surely the time has come to pause and take thought. 
Our continuing emergency is not so acute that all will 
be lost if the American people are given time to ponder 
what may easily prove the most momentous of the 
Roosevelt experiments. 


Fo 
ROM the moment that 


) the vague “collective 


: bargaining” provision 
was optimistically written into the National Industrial 
Recovery Act—the Act that was to unite capital, labor 
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and government in partnership assault on the depres: 
sion—it became inevitable that sooner or later an open 
break would be precipitated between the Administra- 
tion and the American Federation of Labor. 

Obviously, professional labor leaders can justify 
themselves and expand the influence of their unions 
only by obtaining ever greater concessions from indus- 
try or government or both. They can not make con- 
cessions, for this would be to lose influence and prestige. 

If the showdown had not come on extension of the 
automobile code on terms bitterly opposed by the 
Federation—but eminently fair to actual motor work- 
ers—it would have come on some other issue. From 
the start the Federation has, quite naturally, fought 
for its own interpretation of “collective bargaining.” 
What it insists upon, and what President Roosevelt 
bluntly denies it in the motor code, is majority rule. 
This is its most powerful device in putting pressure on 
both employers and employees. It is the very founda- 
tion of its own brand of craft unionism. The sorry 
record of that particular type of labor representation in 
the construction industry is well known. 

Leaders of the Federation have not dared openly to 
attack the President. Instead, they have insisted he 
was badly advised by “enemies and traitors to labor.” 
They have centered their denunciation on Mr. Rich- 
berg, the Administration’s No. 2 man. The President 
is to be congratulated for assuming full responsibility 
and for the irrefutable logic with which he has ex- 
plained his position. 

The present method for handling labor relations in 
the motor industry is fair to all elements legitimately 
concerned and is plainly in the national interest. Is it 
too much to hope that this reasonable principle will be 
followed in a further and final clarification of the 
Administration’s general labor policy? 


— 


NO TRADE 

WITHOUT PAY distinguished head of the 
State Department, has 
suffered a keen disillusionment in the recent arbitrary 
action of the Russian Government. After meeting the 
Soviets more than half way with an offer of the greatest 
liberality in adjusting the difficulties between the two 
countries, negotiations have been ended and Russia’s 
opportunity to secure trade concessions is no more. 
The Soviets may have been successful in ignoring their 
indebtedness and securing an extension of a billion franc 
credit from France—although even in that case what 
concessions were made privately are not disclosed in the 
public record—but they cannot continue to look for- 
ward to an expansion of credit with the United States 
unless they maintain a sound credit rating. Perhaps 
the fact that a “most favored nation” status is denied 
her is no disappointment to Russia, for taking advant- 
age of the prestige which she gained on her recognition 
by this Government she has been able to arrange more 
favorable trade terms in the rest of Europe than she 
could prior to that recognition. Certainly, it should 
be no disappointment to us, for sales made with no 
subsequent collection are of no more value in foreign 


AY cleliguiher HULL, the 


NEW AVIATION HE report of the Howell 
POLICY aviation commission can 
only be regarded as a 
justified rebuke to the impulsive governmental air mail 
policy which last year all but wrecked American com- 
mercial aviation. It is also an admirably logical pre- 
sentation of the policy and method that must be fol- 
lowed, both as to commercial and military aviation, if 
this country is to maintain its leadership in the air. 
Unrestricted competition, either in commercial avia- 
tion or in the supplying of military aviation equipment 
is not feasible. We must frankly adopt a semi-mono- 
polistic system under public regulation, supported and 
encouraged for an indefinite time by subsidies large 
enough to maintain the existing industry and permit 
its progressive development. There is nothing scandal- 
ous in such a policy. It is to be hoped that Congress 
will speedily put it into effect. 


—_ 


UNIFIED TRANSPORTATION O-ORDI- 
CONTROL i NATOR 

of Trans- 
portation Eastman has presented drafts of a series of 
bills designed to bring order out of chaos in the regu- 
lation of all forms of transportation engaged in inter- 
state commerce. The most important recommendation 
would provide unified regulation of rail, water, high- 
way, air and pipeline transportation. 

The problem is extremely complex and involves vari- 
ous conflicts of economic interest. Doubtless the most 
hard-fought controversy will center around proposed 
Federal regulation of trucks and buses engaged in inter- 
state commerce. It remains to be seen how wisely or 
thoroughly Congress will deal with this problem. 

So far as our vast and vital railroad industry is con- 
cerned, one need only observe present prices of rail- 
road shares—lowest since April, 1933—and the declin- 
ing trend of junior rail bonds to realize that the posi- 
tion of most carriers is a precarious one. Unwise gov- 
ernmental policies and excessive taxation must shoulder 
a considerable measure of blame for this. 

If we wish to pull the chestnuts out of the fire before 
they are hopelessly burnt and the calamity of govern- 
ment ownership is forced upon us, there must be a new 
deal—and a fairer deal—in transportation. The least 
that we can intelligently do is to make the competing 
carriers, and especially the buses and trucks which clut- 
ter and batter the public highways, pay their propor- 
tionate share of taxation. It is useless to lend public 
money to the rails with one hand and subsidize compet- 
ing carriers with the other hand—subsidize them by 
letting them escape proper taxation and regulation. 


—_— 


UR most recent investment 
() advice will be found in the 
discussion of the prospec- 
tive trend of the market on page 484. The counsel 


embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 


THE MARKET 
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trade than in domestic business. this issue. Monday, February 11, 1935. 











BUSINESS, FINANCIAL axd INVESTMENT COUNSELORS 
1907 -“Over Jwenty~Seven Years of Service”—1935 


THE MAGAZINE OF WALL STREET 








yn, if 


avia- 
ment 
\ono- 

and 
large 
rmit 
idal- 


ress 


_DI- 
“OR 
ans- 
s of 
ou 
ter- 
tion 
igh- 





As I See It 


N the recorded history of the world, from the earliest 
times up to the present, more Governments have been 
overthrown, more battles fought, and more civil strife 

brought on by the burden of excessive taxation than by any 
other cause. The disintegration of the Roman Empire, the 
French Revolution, the overturn of the Czarist regime in 
Russia, our own Revolution beginning with the Boston Tea 
Party, found their roots in the resentment of the citizens 
over the taxation levied by the governing bodies. In the 
past tax oppressions resulted from the excesses of autocratic 
government. The revolutionaries of former times held the 
wasteful monarchs responsible for them. But here we are 
today, under a Democracy, ruled by men elected by the 
people, with a tax bill between 9 and 10 billion dollars and 
still new taxes being levied with an arrogance no whit less 
than that of the most autocratic master of ancient days, 
and with the taxpayers seemingly just as unable to resist 
these levies or control expenditures. 

More than 20 per cent of our national income today is 
demanded to support our local, state and federal govern- 
ments. The proportion is double what it was 10 years ago, 
yet the tendency is to increase the burden rather than to 
relieve it. Still new government bureaus are being estab- 
lished and government expenditures going on apace, while 
the levies on business grow more and more burdensome. 

Our radical and idealistic reformers do much talking 
about exorbitant corporate profits. The cold fact is that 
the margin of profit for the vast majority of business 
enterprises is a precarious one—so precarious that a few 
more assorted taxes will wipe it out in many instances. 
For many companies 
total taxes per share of 
outstanding stock 
amount to more than 
net earnings. To cite 
but two examples: The 
Consolidated Gas Co. 
of New York is earn- 
ing $6.50 per share 
gross on its common 
stock, paying at the rate 
of $1 a share to its com- 
mon stockholders while 
paying in taxes $4.50 
per common _- share, 
Swift &@ Co.’s annual 
report shows $3,058,- 
326 for incomes taxes 
alone; for dividends $2,- 
948,605. Under such 
circumstances it is a 
small wonder that busi- 
ness—any business large "Se 
or small—is worried. Wide Weld Plate 

A compilation of the 
reports of 90 corpora- 
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Human Beings Have Fought and Bled in Vain 





New public buildings recently built in the Capital to house 
expanded bureaus. 





—~ By Charles Benedict 






tions recently made shows that they are paying from a 
minimum of 7 to a maximum of 117 separate types of taxes; 
and that the number of governmental agencies collecting 
such taxes range from a minimum of 6 to a maximum of 
7,350. In the latter case, the Federal Government, 38 
State Governments, 1,579 County Governments, 3,893 
Cities, Boroughs and Townships, and 1,839 School Districts 
comprise the taxing agencies. 

The present Administration went into power on a 
pledge to reduce the cost of government 25 per cent. The 
“new broom” made the gesture of a clean sweep by pay 
cuts among clerks and bureaucrats and reduced benefits to 
veterans. But since then even these minor savings have 
been steadily whittled away and costs have risen by adding 
greatly to the personnel. At the same time the so-called 
emergency spending has been increased to heights un- 
dreamed of during the last national campaign and has be- 
come so habitual as, for all practical purposes, to be part 
of the “regular” Federal budget. 

The same thing is true in New York City where in its suc- 
cessful campaign, the present Fusion Administration put 
major emphasis on the extravagant profligacy of Tammany 
Hall and on its own promise of economy. Since the elec 
tion the local newspapers have printed fully 10 columns 
of news concerning new tax levies and new tax proposals 
for every one column of news concerning proposed econ- 
omies. Recently it was suggested that the City investigate 
the possibility of retrenching on its very generous contri 
butions to the pension funds of its police and firemen. The 
Mayor replied with a caustic comment and continued the 


endless work of ferret- 
Tage . 


a ing out new tax sources 
from which to balance 
the budget. 

The story in the 
State of New York and 
in other states is much 
the same—with expen- 
ditures swollen, the 
erstwhile “temporary” 
and “emergency” in 
come and _ nuisance 
taxes are not only re- 
tained, but jacked still 
higher. Politicians in 
all localities are rack- 
ing their brains trying 
to discover new and 


Ps 


previously untapped 
sources of taxation. 
In the meantime, 


business men are so har- 
assed that the taxable 
surplus is likely to be- 
(Please turn to 
page 530) 
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q The Speed of Business Advance Is Slackening 


q The Threat of Ultimate Inflation Still Persists 


at’s Ahead for the Market? 


By A. T. Miter 


HE stock market over the past fortnight has done 
little more than twiddle its thumbs and wait around 
for the Supreme Court's decision on the gold clause 

cases. As this article is written, waiting around continues 
to be its chief occupation. The volume of trading, previ- 
ously small by normal standards, has dwindled still further. 

Industrial stocks have stood up under the uncertainty 
relatively well. As measured by the familiar daily “aver- 
age” that most traders are in the habit of following, this 
group appears to have marked out a level of at least tenta- 
tive support some 5 or 6 per cent under the best price 
mark of January. 

Meanwhile, however, the bear market in public utility 
and railroad stocks has proceeded monotonously on its way. 
This can not be ascribed in more than very small degree to 
uncertainty regarding the gold case, for the market behavior 
of both groups was unsatisfactory, to say the least, long 
before this uncertainty injected itself into the picture. 


Utilities and Rails Lag 


Utility shares have sagged down to a level only a fraction 
of a point above the historic bottom of July, 1932, and are 
lower than they were in that panic period immediately pre- 
ceding the banking holiday of March, 1933. 

Dribbling liquidation has shoved the railroad stocks 
down more than 10 per cent from the best January level, 
and at this writing they are at the lowest prices since April, 
1933, when the first phase of the hopeful New Deal recov- 
ery was swinging into vigor. 

Even the most optimistic must concede that it is a recov- 
ery with some quite impressive limitations—considering the 
billions of dollars invested in stocks and junior bonds of 
the railroads and the utilities. Some months ago President 
Roosevelt, addressing the nation over the radio, asked us: 
“Are you better off today than you were a year ago?” If 
that question were asked today, thousands of investors in 
rails and utilities would answer emphatically: “No, we are 
much worse off!” 

Come to think about it, perhaps this interlude of uncer- 
tainty and waiting would be an appropriate time to present 
that question to the whole country. 

Is employment any better now than it was a year ago? 
Answer: No. 

Is construction more active than a year ago? Answer: 
No. 

Have other heavy industries made progress? Answer: 
Not enough. 

There is no need to proceed further. While these three 
questions by no means cover the whole of our economy, 
they do constitute the very heart of our problem. Until 
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they are satisfactorily answered, public relief will remain a 
burden and a threat to the Federal credit. Until they are 
satisfactorily answered, moreover, one is forced to the con- 
clusion that periods of business expansion, such as that. of 
the past several months, are founded mainly on consumer 
spending and thus have inevitable limits. 

On the whole, we are inclined to believe that after the 
long delay a gold case decision favorable to the Govern- 
ment will only temporarily be the major speculative in- 
fluence. We doubt that it will be prudent to regard it as 
a basis for anything more than “quick-turn” speculation, 
with which this article is not concerned. 

As soon as this uncertainty is out of the way, several 
questions of normal concern to the market at this season 
must shortly assert themselves. What is the outlook for 
business? What is the outlook for corporate profits? Are 
we nearing the business peak for the first half-year? If the 
composite speculative and investment judgment on these 
matters is either unfavorable or doubtful, it will be difficult 
to justify more than a meaningless technical rally in the 
market. In any event, our intention for the present is to 
place the burden of proof on the market itself, before advis- 
ing new commitments in equities. 

If there are further gains in business during the weeks 
ahead, it appears almost certain that any gain will be much 
less sharp and spectacular than that of January. In that 
month industrial production experienced considerably great- 
er than normal seasonal expansion, with active automobile 
and steel production the major lifting forces. 

While both motor and steel production are at relatively 
satisfactory levels and probably will continue so for some 
time, the current activity is no more than seasonally normal 
and hence is not effecting further advance in the adjusted 
indexes of these two important sources of economic activity. 
Thus, while actual production of steel and automobiles has 
advanced moderately to new highs for this year, each ad- 
justed index is slightly below its recent highest point. 


New Stimulus Needed 


Sales of automobiles are reported to be gratifying, yet 
even maintenance of a motor and steel activity sufficient to 
to give these two industries a relatively satisfactory first half- 
year can not necessarily be assumed to be a vital enough factor 
to lift the stock market into a new and significant phase of 
advance. In this connection, indeed, one can not fail to 
observe that recent action of the motor and steel stocks 
shows scant semblance of dynamic enthusiasm. 

Having observed temporary production spurts outrun 
purchasing power both in 1933 and 1934, one would be 
less than prudent to accept the present production spurt at 
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full face value. In this connection it is worth noting that 
retail trade at present is considerably less vigorous than it 
was in December, and that the Federal Reserve index of 
check payments during January, adjusted for seasonal 
variation, was 5 per cent lower than in December. This is 
an important reflection of current economic activity and 
must be considered along with more optimistic production 
indexes. 

Recent gains in the output of electric power have slack- 
ened. While this index holds at a high level, its real ac- 
curacy as a mirror of business activity is increasingly to be 
doubted because of the expanded use of electric appliances 
in the domestic field, notably mechanical refrigeration. In 
contrast, the railway car loadings index remains at a low 
level, although the latest week has shown a moderate 
upturn due largely to increased shipments of coal. 

Seldom has there been a time when even the relatively 
favored industrial section of the stock market presented a 
more colorless picture. We have commented repeatedly 
on the persistent demand for seasoned dividend-paying 
issues of even reasonably satisfactory income yield, and on 
the closeness with which the market in individual stocks has 
followed the earnings trend. In this respect the only 
change is that the search for income and earning power 
becomes increasingly difficult under the growing scarcity of 
equities which are both attrac- 


Certainly today developments within Congress or on the 
part of the Administration appear to havetost their potency 
so far as the speculative imagination is concerned, however 
vital they may be in ultimate effect on our national economy 
and the price level. 

The fact is that we appear to have a curious paradox in 
which, on the one hand, confidence is waning in the efforts 
of the Government to bring about reflation—to use its own 
term—while, on the other hand the corollary implication 
of ultimate inflation is a thing beyond the range of imme- 
diate profitable speculation, though it will infallibly con- 
tinue to mould long-term investment policy and though it 
will support a basic upward trend of prices, regardless of 
intermittent interruptions. 


Governmental Aid 


So far as concerns governmental stimulation of business, 
we frankly are unable to share Washington’s proclaimed 
optimistic view that the pending $4,800,000,000 work- 
relief program is “the last big shot in the battle against 
depression”—and, by inference, probably a winning shot. 
This will not importantly increase the annual rate of Federal 
emergency spending. At best, it will be a moderate im- 
provement over the P W A method. If Congress insists on 
writing a “prevailing wage” 
provision into the program, as 





tive and reasonably priced. 

Whether it be due to uncer- 
tainty concerning the general 
business prospect or uncer- 
tainty about prospective profit 108 
margins, the majority of in- es 
dustrial stock groups appear 
unable for the present to at- 
tract a speculative following. 102 
Motor, motor accessory and 
steel stocks in most instances 
are considerably lower than 98 
they were a year ago, although 
business volume for most of - 
these companies is higher than 
a year ago. The mail order, 
department store and chain 
store stocks have shown per- 
sistent weakness, reflecting 
doubt as to profit margins in 
most instances. 

The building stocks, after a 
mild and temporary popularity 
based on at least faint hopes 
of success for the Federal ef- 
forts to stimulate housing, 
have lapsed back into a state 
of innocuous desuetude. Met- 
als, popular a year ago, were 
losing their immediate lure 
even before the gold case came : 
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is threatened at this writing, 
it will be almost precisely an- 
other P W A. 

Meanwhile we continue to 
have the New Deal's conflict- 
ing assortment of inflationary 
and deflationary policies. The 
present attack on holding com- 
panies is another deflationary 
reform, although some time 
will be required to show how 
far it will be pushed and what 
financial damage will be done. 
The pending railroad program 
is realistic in its attitude to- 
ward necessary reorganiza- 


20 RAILROARS tions, but nonetheless defla- 


tionary in this aspect; while 
the proposed unified control 
of all forms of interstate trans- 
portation is a long-term rem- 
edy which can not overnight 
change the bleak picture of 
steadily mounting railroad 
costs and static revenues. 

a Then we see the President's 
extension of the motor code on 
terms unsatisfactory to the 
American Federation of La- 
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willing to budge in either di- 
rection, and the same goes for 
tobaccos, foods and the dairy stocks. The liquors persist- 
ently refuse to heed what would appear, on the surface, 
to be the most attractive per-share earnings power in the 
market. The sugars and even most of the highly regarded 
chemicals seem to have that tired look. 

It seems like a long time back to those early days of the 
New Deal when deserving stock traders could expect Mr. 
Roosevelt to say something or do something at almost any 
minute—something capable of injecting life into the stock 
market. 
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this industry’s labor policy. 
Also we see efforts to extend N R A with continued empha- 
sis on preventing destructive competition, while at the 
same time the Department of Justice attacks a proposed 
merger of three steel companies—none making satisfactory 
profits—on the ground that the combined company would 
have 16 per cent of the country’s steel business and would 
violate the anti-trust laws! 
Viewing such contradictions, it is scarcely to be won- 
dered that business now and then gets the jitters as it won- 
(Please turn to page 530) 
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Happening in Washington 


yb. h.. 4. 


Reviving business signs are hav- 
ing significant repercussions on gov 
ernmental policy. With December 
industrial production index standing at 
86, against 72 for November, and the 
expectation that the January figure 
will be around 90, hope rises in official 
breasts that private initiative is taking 
the recovery bit in its teeth. With that 
hope goes a growing disposition to be 
careful about interference. Going with 
it, also, is an increasing disposition to- 
ward “safety first” and a_ reaction 
against risky legislation and adminis- 
tration. 

The President has privately given 
business men who have called on 
him lately the impression that recovery is much more 
in his thought than further fundamental economic read- 
justment measures. They report that he believes that 
responsible public opinion will support him in immediate 
policies designed to conserve and rebuild rather than to 
tear down and replace. Congress is being similarly 
influenced. 


Signs of growing conservatism are: (a) Open 
rupture between the White House and the American Fed- 
eration of Labor. 

(b) Decision to give N R A an extension of life (probably 
two years) instead of replacing it with a permanent body. 

(c) Curt termination of trade negotiations with Russia. 

(d) Opposition in the Senate to an enormous expendi- 
ture of public funds as a means of relief for unemployment. 

(e) Triumph of Hull reciprocity policy as contrasted 
with financial and barter deals with Germany and Russia. 

(f) Announcement that part of the proposed new 
public works program will be by contract. 


Administration’s dominant idea now is to do noth- 
ing, whether negatively or positively, that may have the 
effect of discouraging budding recovery progress. The 
Government has gone about the limit of direct rejuvena- 
tion of business and realizes that unless private enterprise 
now takes hold with enthusiasm and energy there will be 
a disastrous relapse. 


President will not, however, let up in certain policies 
to which he is deeply committed—the handling of the 
utilities, for instance. He is said to have explained his 
general course as being one of compromises working toward 
objectives likely to meet the approval of the consensus of 
public opinion, which he holds to be a somewhat confused 
blend of conservatism and radicalism. 

It is a give and take policy—a sop here to the radicals 
and one there to the conservatives, but with the con- 
servatives listed for most of the sops from now on, so 
long as business shows signs of recovery. Another setback 
will be followed by a pronounced turn around to the left. 
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N R A temporary revision wil) 
not clarify famous 7(a) labor clause, 
President has clarified it for himself ip 
the work of the Automobile Board and 
through Richberg. The clarification is 
intensely disturbing to some of the 
labor leaders, for it means that the 
Government is not going to hand labor 
over to the American Federation of 
Labor or any other labor organization. 
That means the end of the dream of 
forced organization under the aegis of 
the American Federation of Labor. It 
means that the Government itself will 
see that justice is done to labor. 

Just as was the case during the 

war, that means in turn, that the 

A. F. of L. will have difficulty in adding new members 

and holding old. Why pay dues for what the Govern 
ment does for nothing? 


Labor leaders, \ike Green and Lewis, are naturally 
furious but they are being criticized by some of their more 
deliberate associates as having muffed a magnificent oppor- 
tunity under N R A to advance the cause of labor by 
having put too much emphasis on particular labor organi- 
zations. 

They have witlessly maneuvered the President into 
a corner from which he had to snap at them—and 
snapped he has—and Henchman Richberg, too. 


Rout of the Utopians, social perfection dreamers and 
parlor pinks in the A A A with the dismissal of Jerome 
Frank, radical general counsel, and Dr. Frederic C. Howe, 
perennial rebel, as consumers’ counsel, is the most outstand- 
ing evidence of the Administration’s new turn to the right. 
But there is much more behind the scenes. Minor officials 
everywhere sense the change; and many of them confess 
that they themselves have changed in the attrition of reality 
and experience. 

The extravagant reformers who began to quit Wash- 
ington a year ago with the remarks that the Roosevelt 
revolution was over are preening themselves on their 
perspicacity. One who still hangs on here, although in 
an unofficial capacity, bitterly told me that it was not 
the “New Deal’ but the “New Steal.” 


Extended N R A will give the President power to im- 
pose codes and steps will be taken to tighten up enforce’ 
ment of all approved codes. 

Unforced codes come too high at a total cost of about 
$50,000,000 a year—$41,000,000 in code fees and 
$9,000,000 for N R A administration. 


Collection of code fees is a tough and life-and-death 
problem right now for Code Authorities, and the amended 
law is expected to have some appropriate teeth in this regard. 
With fast failing collections and empty treasuries the 
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grength of the code authorities declines and compliance 
falls away. 

There is a general demoralization throughout the 
code zone, and an evaporation of interest in or respect 
for codes. This condition will continue until new legis- 
lation is enacted. 


Ironic laughter is the President’s when he hears of 
bankers finding fault with him. Really, if he were to talk 
with you frankly he would tell you that saving and resusci- 
tating and protecting the bankers has been the big task 
of his administration and that R F C, H OL C, etc., have 
all followed on his endless job of trying to protect the 
bankers and their assets. Final effort is now seen in the 
efort of R F C to clean up the New York guaranteed mort- 
gage mess. Story goes that Roosevelt fought all the night 
before his inauguration against the bank holiday, because 
he ee that it would put him in bondage to the banks. 
... It did. 


Banks have responded by opposing the efforts of the 
Administration to start a building boom—because they fear 
that new building will depreciate the values of the old 
properties in which they are 


there will be no rents; and if no rents, no mortgage 
values—old or new. Ickes is said to have been won to 
the idea that building must be in private hands—no 
government ownership. 


Veiled representative of the President has been 
delegated, under the guise of a liason job between the 
Housing Administration and the bankers and mortgage 
lenders, insurance companies, etc., to tell guardians of 
money bags that unless they get a little liquefaction into 
their glass eyes focussed on the Moffett plans for new 
housing several unpleasant things may happen. Insurance 
companies are being agitated with the startling suggestion 
that their mortgage practices will get a sanitative investiga- 
tion by Congress or something, and calmed with the sug- 
gestion that the past will be overlooked if they will step 
out of their “fixation” that the only place for money is in 
safety boxes or banks and start something. 


Prediction is made by insiders that as soon as Federal 
Housing Act is amended and Congress gives the President 
$4,000,000,000 to spend for relief and recovery tremendous 
things will be started in building, emphasis now being 
placed on mass housing under 
the limited dividend plan 





involved. Ickes tried to get 





into the building game with a a 
large part of the $3,300,000,- 


brings hope to that vast sector 
of the building industry— 





000 he had to start prosperity, 
but got sidestepped by stupid 
advisers and his own cranky 
quirks onto engineering proj- 
ets—things like the new 
Hudson tunnel—which employ 
only machines and a few spe- 
cialists. Moffett has tried in 
vain to get private house build- 
ing started. Always the 
“vested interest’ banks behind 
the scene in their endless ef- 
forts to protect their real estate 
equities. 


Orders have issued from 
the White House to Moffett 
and Ickes to stop conciliating 
the timid bankers, insurance 
nabobs and other antediluvians 
with paleozoic ideas about 
mortgaging the living present 
to the dead past. Ickes is 
training at the leash for a 
billion dollars of the relief-re- 
covery fund to put into lim- 
ited-dividend corporation com- 
munity housing: Two billion 
dollars of such plans, spurned 
by him for more than a year, 
ae in Ickes’ files. Bankers of 
the ossified type are in a tense 
struggle with equity investors 
and modernized bankers. Lat- 
ter have been converted to the 


idea that if building doesn’t start, nothing will start and 
obsolescence will spread from all the east sides of the 


country to all the west sides. 


Several momentous conferences have’ been held here 
recently between Ickes and aides and heads of virtually 
all the New York savings banks and some of the com- 
mercial banks. Idea has percolated to the bankers that 
rents are paid out of work, that if there is no work, 
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Washington Sees— 


Administration jealously coddling reviving 
business. 


Sharp leaning toward the right to comfort 
conservative recovery. 


Two-year trial extension for N R A. 

President smilingly but boldly breaking with 
American Federation of Labor. 

Amiable but persistent Mr. Hull sweeping 
aside impetuous Peek. 

Contractors to get a chance at public works 
trough. 

Nuts, dreamers, and bolshevists on the tobog- 
gan Slide. 

Ousted Utopians call it “The New Steal.” 

Non-payment of dues paralyzing codes. 

President making his own clarification of 
7 (A). 

Realism in continuation of Automobile Code. 

Fears that mounting costs and prices may 
offset productive gains. 

Banking fallacies opening the door to infla- 
tion, 


President, Ickes, bankers, insurance compa- 
nies, and other cash controls agree on building 
program, 








sun in 1936. 


work and material—which de- 
pends upon big structures and 
is little interested in detached 
houses. 


Chief building revival 
promise as now tentatively 
sketched is based on private 
ownership, investment, and 
erection, backed by government 
funds, credit and insurance. 
Sounds practical, doesn’t it? 

Watch for developments 
in your own neighborhood 
and your own group inter- 
ests. I have been rather 
skeptical about a _ pro- 
nounced building revival 
this spring, but this quiet 
coming together of gov- 
ernment, bankers, capital- 
ists, managers of invest- 
ment funds, insurance com- 
panies, etc., on a straight 
capitalistic basis, plus gov- 
ernment backing, may illu- 
minate the whole picture. 


Profound political 
changes are incubating. The 
LaFollettes are rounding up 
one group of the leftists in 
their Progressive party for the 
next Presidential race—Bob 
LaFollette leading the ticket— 


and the extreme nuts and crack-pots are likely to be led 
by Huey Long, self-nominated for the Presidency. 
servative and liberal Democrats and Republicans who have 
wounded each other sorely in many a political brawl, are 
talking together these days in capitol lobbies, at cocktail 
parties and poker rallies, about something new under the 


Con- 


(Please turn to page 529) 
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q If He Wins: Recovery 


q If He Loses: Inflation 


The Most Daring Banker of All 


By LauRENCE STERN 





HEN the camel stuck his head . 
in the Arab’s tent, so the 


all time—using the word “socialistic” 
in its broadest sense. We are trying 
both to save private credit from fur- 





story goes, the rest of the 
animal soon followed. 

Our Uncle Sam went into the bank- 
ing business as a matter of public 30 ae 
emergency and under a variety of 
self-imposed limitations. Today he 
is the biggest and boldest banker of 
all time. Moreover, today, in so mat- 
ter-of-fact a way that none is sur- 
prised, the original limitations and 
objectives are being generally ex- 
panded. 

No other banker ever had so thriv- 
ing a business, and there is no reason 
why it should not get better. The 
demand is there and the price of the 
product—credit—is cheaper than can 
be had from other bankers. p | 

If you are distressed by the mort- 
gage on your home or your farm, call 
on Uncle Sam. fe) 


SCALE IN BILLIONS OF DOLLARS 











US. PUBLIC DEBT 





va ther wholesale losses and to replace 
credit already hopelessly lost with 
Th) a. te new credit. We are applying poli- 
tical management and a social point 
of view to the direction of a vast 
credit stream which formerly we left 
almost entirely to automatic adjust- 
ment at the hands of what the econo- 
. mists call natural economic forces. 
For this policy a very plausible 
case can be made out. Was not 
private bank credit deflated by fully 
$20,000,000,000 during the depres 
sion? And what is the inflation of 
public credit—as marked by an ex- 
pansion in the Federal debt—but a 
partial off-set to the “bank money” 
thus withdrawn from circulation? 
More plausible than realistic. The 
fact is that the bank credit that has 
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+ a 1916 1919 
If you want help in reorganizing 


your railroad, call on Uncle Sam. 
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disappeared has been destroyed, along 
with a far greater total of other 


ST-WAR PRESENT 
LOW LEVEL 








If you want money to buy new roll- 
ing stock for your railroad, call on Uncle Sam. 

If you want to borrow on your cotton or your corn, let 
Uncle Sam make you the loan. 

If you want to strengthen your bank, let Uncle Sam 
supply more capital. 

If you want to shore up the capital of your insurance 
company, see Uncle Sam. 

If your mortgage company needs more capital, send it to 
Uncle Sam. 

If you want money to build a municipal power plant, 
get it from Uncle Sam. 

If you need a loan of anything up to $20,000 to use 
in prospecting for gold, silver or tin, you can get it from 
Uncle Sam. 

If you know a business man that wants working capital, 
send him to Uncle Sam. 

If you want to buy electrical, plumbing or air-condition- 
ing equipment or other household equipment on time, 
Uncle Sam will provide the financing. 

From the above partial list of Federal lending activities 
it would appear that the governmental camel already has 
much more than his head in our credit tent. 

The fact is that in the mobilization of public credit under 
the RFC, HOLC, FCA and PW A, we have ventured 


upon one of the most gigantic socialistic experiments of 
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credit entirely apart from the banking 
system—destroyed automatically by the inability o! indi- 
viduals, corporations and local units of government to 
meet contracted obligations. 

There is no power on earth that can bring dead credit 
back to life. As our biggest banker, the Government 1s 
not bringing dead credit back to life but creating new 
credit and a new set of obligations. But, one may argue, 
surely expansion of the public credit to refinance billions 
in mortgages on homes must represent a salvation of credit 
that would otherwise become dead. The answer is that 
much of this refinanced mortgage credit is already dead, 
but not admitted to be so. 

It was officially stated some time ago that some 20 per 
cent of the mortgages held by the H O L C were in default 
or delinquent. In other words, in the very short time since 
this agency has been operating, one-fifth of those helped 
have proved either unwilling or unable to meet the obliga’ 
tion as refinanced. You may make your own conjecture 
as to whether the percentage of defaults will grow larger 
or smaller as time goes on. In any event, the fact is that 
we will not know for several years whether we have actu’ 
ally saved a huge total of mortgage credit or whether we 
have merely socialized a loss on billions of mortgage credit 
that was actually dead when re-financed—dead because of 
the inability or unwillingness of debtors to meet the 
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obligation. In the latter case, our Uncle Sam will hold the bag. 

Moreover, at the close of the 1935 fiscal year the Federal 
debt will have been expanded by nearly $15,000,000,000 
during the depression. In other words, governmental credit 
expansion will shortly equal fully 75 per cent of the bank 
credit deflation above referred to. 

Why is it that this truly enormous credit expansion has 
not restored a more satisfactory level of economic activity? 
There can only be two possible answers. Either this public 
credit is less effective than private credit in its influence 
upon economic activity, or the $20,000,000,000 of dead 
bank credit that we are trying to replace is in fact but a 
fractional part of the aggregate of all credit deflation. The 
latter answer is probably nearer the truth than the former. 

And if it is, can we create and support a volume of pub: 
lic credit anywhere near the proportions of the credit of 
all kinds that has been destroyed since 1929? In this 
writer's Opinion, we can not. 

The public debt that a nation can carry without risk of 
ruinous inflation is a matter of public psychology as well 
as of arithmetic. The essence of credit is confidence. Con- 
fidence in the integrity 


during 1933 and 1934 regarded this as “recovery” and so 
regard it today. The initial rosy optimism perhaps has 
waned, but the prevailing attitude can be summed up as: 
“Give Roosevelt a chance.” But what if 1935, third year 
of the New Deal, again fails to produce a confident resump- 
tion of private initiative? 

In that event, we shall be much nearer the point at 
which our inflationary policy will “take hold”—not in 
expanding private credit and reviving private initiative—- 
but in an accelerated rise of prices, regardless of whether 
the general public recognizes the forces at work, as it prob- 
ably will not. Such is the insidious way of inflation, as it 
feeds upon itself and thrives on popular demand. 

Meanwhile, we are witnessing an illuminating example 
of the way in which a basically inflationary governmental 
policy mushrooms on its original foundations under the 
clamor of special pressure groups, the inevitable ambition 
of bureaucrats to expand their own claims on the public 
feed trough and the ready acquiescence of Congressmen 
who have been elected to office on their promise to tap the 
public till in every conceivable manner for local benefit. 

Consider the case of 
the Home Owners 





of the Government’s 
credit has no direct = 
and measurable ratio to 
the debt load per capi- 
ta, but only an approxt- 
mate ratio. 
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Loan Corporation. It 
ne was originally _ pro- 
a posed that it take over 
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The sobering fact is 
e sobering fact i meee 


that thus far a very 
considerable expansion 
in the use of public 
credit has failed 
to induce any signi- 
ficant expansion in 
private credit. For two 
years now the theory 
has been that the Gov- 
ernment’s credit would 
“bridge the gap”, 
pending an economic 
recovery which, in the 
minds of most, is di- 
rectly related to pri- 
vate credit expansion. 
Yet the “gap” remains 
almost as wide as ever: 
and the Government 
not only is not “taper- 
ing off” its credit com- 
mitments as originally 
planned, but is ex- 
panding them. 

At what point may 
the theory be publicly 
recognized as unten- 
able and hopeless? Al- 
ready these “emer- 
gency” public commit- 
ments tend to be a 
brake upon private 

















Obviously. a 
time can come—and not so far in the future—when 
the credit risk assumed by the Government is such as 
utterly to preclude confident acceptance of any avoidable 


credit expansion. 


risk by private credit. It is to be doubted that any gov- 
ernment, having gone that far, could reverse itself and 
turn back. 

At present we have had nearly two years of inflationary 
policy, marked by a persistent upward trend of prices and 
the cost of living. The majority of the American people 
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* ee ae 
a fan? home mortgages. The 
(_PWA ) Government guar- 
anteed the interest on 
its bonds, but not the 
principal. At first, in 
converting distressed 
mortgages, it main- 
tained reasonably high 
standards. 

Then the pressure 
began and_ standards 
were relaxed to speed 
up the work. The 
agency’s authorized 
lending power was ex- 
panded to $3,000,000,- 
000. The Government 
changed its mind and 
guaranteed the bonds 
both as to principal and 
interest. 

A few weeks ago it 
was announced that 
applications in excess 
of $3,000,000,000 had 
been received and no 
more would be enter- 
tained. This was hailed 
as the first evidence of 
a “tapering off” of 
emergency credit activ- 
ities by the Govern- 
ment——the first hint of retrenchment. 

Again the pressure was felt. Some newspapers under- 
took to show that many home owners were still in distress. 
Various Congressmen announced proposals to expand 
H OL C lending power by anywhere from $1,000,000,000 
to $3,000,000,000. At this writing a bill has been drawn 
by H OL C attorneys authorizing the agency to issue an 
additional $1,250,000,000 in bonds. 

That is only part of the story. Of this sum, $250,000,000 
would be made available to Federal building and loan asso- 
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ciations “to make funds easily obtainable for the construc- 
tion of about 40,000 new homes and for home repair jobs.” 
This legislation also would amend the Federal Housing Act 
“to permit loans up to $50,000 for the rehabilitation of fac- 
. tories, offices, hotels and apartments.” Thus would this 
particular group of bureaucrats both expand their job of 
urban mortgage rescue and simultaneously over-lap the 
Government's other housing efforts by lending money to 
stimulate new construction. 

Typical of the political attitude, one Representative has 
introduced a resolution calling for 





public credit for public power development, even though 
present private facilities are by no means adequately em- 
ployed. 

Finally, there is the biggest of all of our public lenders— 
the Reconstruction Finance Corporation. Up to the end of 
1934 it had disbursed $6,848,073,000, of which $1,988,- 
000,000 represented allocations to other emergency agencies, 
with the R FC used largely as a bookkeeping device, while 
its own advances aggregated $4,858,861,000. 

The main avenues of R F C credit have been represented by 

loans to banks and other financial 





institutions, loans to railroads, loans 





“investigation” of the H O L C. 
Investigation of what? Not of the 
soundness of its administration or 
the converted mortgages now in 
default—but an investigation of 
“unnecessary delays forced upon 
applicants for loans.” Enough said. 
The H O L C is quite obviously 
going to get bigger. Everybody 
likes a good lender. Will the pro- 
posed $4,250,000,000 limit prove 
any more final than the present 
$3,000,000,000 limit? This writer 
rather doubts it. 


is going up. 


“The public debt is going up. The 
contingent liabilities are going up, and 
a billion dollars has become small 
change. Incidentally, the cost of living 


“Are we going to have inflation? 
“We have it now—though a hopeful 


populace as yet is aware of no pain.” 


on agricultural commodities and 
the strengthening of the capital 
position of banks and trust com- 
panies by means of R F C pur- 
chase of preferred stocks or capi- 
tal notes of more than 5,000 such 
institutions. 

It will always be a subject of 
debate whether the depression 
would have reached bottom sooner 
if the Government had been more 
sparing of aid which delayed the 
reorganization of bloated capital 
structures and the adjustment of 





The Farm Credit Administration 





also started out with lending power 

of $2,000,000,000 and the Government's guarantee of 
interest on its bonds. The guarantee is now interest and 
principal. By last October it had received mortgage loan 
applications totalling $3,800,000,000, probably covering 
one-fourth of all mortgaged farms. By last October, 
also, 20 per cent of loans granted were delinquent, though 
it was stated more than half were delinquent less than 
30 days. Gov. W. I. Myers explained that “in periods 
of stress no agency can collect what farmers do not have.” 

At this writing, it has not been revealed whether this par- 
ticular spigot of the public credit is to be opened wider or 
not. That is for a generous Congress to say when it gets 
around to the matter. 

The PW A, both a spending and lending agency, has 
<lisbursed or allocated practically all of the $3,700,000,000 
at its disposal—without making more than a minor dent in 
depression and unemployment. It has encouraged munici- 
palities, already heavily loaded with debt, further to mort- 
gage the property and earnings of us all for bridges, munici- 
pal power plants and a great variety of other public works. 
Many of these works are unquestionably desirable. Who 
but a reactionary would raise the outmoded question: “Can 
we afford it?” New York City—to mention one interest- 
ing example—has a debt in the neighborhood of $2,000,- 
000,000, as much as the entire Federal debt only a gen- 
eration or so ago and certainly an onerous load on realty 
which is today assessed at valuations that haven't actu- 
ally existed since 1929. So what is proposed by the re- 
form administration which has had to struggle to restore the 
city’s credit? Why, merely to load another $300,000,000 
of debt on that credit by public works loans sought from the 
bottomless credit bag of Uncle Sam. 

Of course, P W A as such is to disappear—but its words 
will go on under the new $4,000,000,000 work relief pro- 
gram. In some states there are technical legal difficulties in 
the way of public power operation. So the Administration 
has offered to place the legal division of P W A at the dis- 
posal of the states to draft legislation “to enable municipali- 
ties of your state to secure the benefits of this phase of the 
recovery program.” In plain words this means, “We in 
Washington will write the legislation for your legislature to 
pass, and you'll get yours if they pass it.” 

It appears that we are going to allot a goodly sum of the 
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unsupportable indebtedness. 

But the question is now academic. The RFC was in- 
tended to be temporary. It would have died at midnight, 
January 31, 1935—but new legislation was rushed through 
Congress and signed by the President. The R FC gets two 
more years of life—and considerably broadened powers. 

Space does not permit detailed account of the new R F C 
activities. Among the most important, however, is power 
to use a revolving fund of $350,000,000 in facilitating rail- 
road reorganizations; to aid rehabilitation of the mortgage 
market by investing up to $100,000,000 in preferred stocks 
or capital notes of mortgage companies or other institutions 
whose principal business is making mortgage loans; to lend 
an aggregate of $300,000,000 to “any institution now 
or hereafter established financing principally the sale of 
electrical, plumbing or air-conditioning appliances or 
equipment or other household appliances, both urban and 
rural.” 

The maturity of present loans may be extended by five 
years. Finally, “continued financial fluidity” of the R FC 
is provided for, to use the words of the news despatches 
from Washington. This means that all receipts from retire- 
ment of present loans or sale of present assets may be used 
as general funds. 

We have heard much of the assets held by the R F C and 
other Federal lending agencies. If and as some of these 
assets are cashed, shall we use the funds to pare down the 
public debt? Not while eternally new avenues of public 
lending.are open to us! Not while Congress is still to be 
heard from on a variety of other credit spigots not here de- 
tailed—including, for example, the plea of Representative 
Celler, of New York, that R FC credit be used to finance 
companies which will finance arrears of taxes for home own- 
ers. 

When the Government's credit is used to finance the tax- 
payers’ arrears of taxes—the only foundation of public 
credit—the optimistic cycle would seem to be virtually com- 
plete. 

The public debt is going up. The contingent liabilities are 
going up, and a billion dollars has become small change. 
Incidentally, the cost of living is going up. 

Are we going to have inflation? 

We have it now—though a hopeful populace as yet is 
aware of no pain. 
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Foreign Trade Comes Back 


Despite Nationalism, Quotas, Tariffs and Prices, 
Export Trade Last Year Was 42% of Its 1929 
High—Will Gold Settlements Halt Its Progress? 


By THropore M. KNaApPEN 


OR nineteen months in succession, until December, 
the value of United States exports increased. For the 
year 1934 the value of exports was 42 per cent of 

that of the peak year of 1929, as compared with a corre- 
o sponding percentage of 37 for the low 
year of 1932. The so-called favorable 
balance of trade amounted to $478,- 
000,000—the largest balance since 
1930. 

With these mounting figures, 
which seem to record the grad- 
ual ascent of the international 
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that the gain in the physical volume of exports is primarily 
due to sales abroad of semi-manufactured and finished 
articles. That bulwark of our foreign trade, raw cotton, 
was 30 per cent less in quantity and 6 per cent less in value 
than in 1933. Moreover, at its lowest and worst, it appears 
that our foreign trade did not desert us so much as some of 
our domestic industries. Construction, for instance, was 
only 10 per cent in value in 1934 of what it was in 1929. 
At the low point lumber production was down to 25 per 
cent, and steel to 32 per cent, of what it was in 1923-25; 
locomotive building dropped to 2 per cent, iron ore produc- 
tion to 14, automobiles to 30 and shipbuilding to 14. 

We were paid for our exports of $2,133,000,000 with 
$1,655,000,000 of imported goods; certain services, such as 
shipping and touring; and gold and silver. Our net imports 
of gold during the year were $1,134,000,000 and of silver 
$86,000,000. Most of the bullion went to pay for impon- 
derables, but a large part of it came to us to balance the ex- 
cess of merchandise exports. . . . Bad—for a creditor nation. 

We used “for money” in buying foreign goods more raw 
cotton than any other one product—$373,000,000 worth— 
but machinery and vehicles amounting to $435,000,006 
were accepted in payment by our foreign friends with every 
evidence of satisfaction. They took also $125,000,006 
worth of unmanufactured tobacco, $184,000,000 of inedible 
vegetable products, $144,000,000 worth of vegetable food- 
stuffs and beverages, $228,000,000 of petroleum products, 
$190,000,000 of metals and manufactures outside of 
machinery; and so on in hundreds of items, by millions or 
thousands of dollars each. 

Now these goods and commodities which 

o we sent abroad represented somewhere 

around 10 per cent of the total domestic 
production of movable goods and stood for 
the labor, in one capacity and another, of 
3,000,000 persons. In some lines, in 
- an average year, the proportion of certain 
° products taken by the foreign market is 
greater than the domestic part. Cotton 
| goes abroad to the extent of 65 per cent: 
leaf tobacco, 40 per cent; tractors and parts, 
50 per cent; parafin wax, 53 per cent; agri- 
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cultural implements, 28 per cent; rosin 71 
per cent; turpentine 58 per cent; dried 
fruits 48; lubricating oils and greases 34 
iri owtscsiaciomnnin per cent. All manufactures, taken as a 
whole, depend on foreign outlets for from 
6 to 10 per cent, varying with the year. 

Europe continues to be the big market. 
According to the rules this old continent is 
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dead broke and demoralized politically and 
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1933 1934 





economically, but it took about 40 per cent of all our ex- 
ports in 1934, judging by the compilations for the first 
eleven months of the year, in which period it took almost 
$900,000,000 out of less than $2,000,000,000. The much 
cultivated South America, took only $148,000,000 in those 
eleven months; North America stood for $352,000,000, 
Asia did just a few millions better, and Oceania and Africa 
tagged along with $52,000,000 and $70,000,000 respec- 
tively. Every great geographical trade division shows a 
satisfactory increase over 1933. It is hard to scan these 
figures, on the export 
as well as the import 


exhilaration from abroad may fizzle out—for lack of gold 
to ship us and our reluctance to take merchandise. It is 
to meet this baffling situation, of only gold “for money” 
in our foreign trade—while most nations have no gold and 
we decidedly don’t want it, that Secretary Roper has be- 
gun to talk about an International Trade Board which 
would allocate production throughout the world—a sort 
of vast scheme of international division of labor. Along 
the same line there has been some purely unofficial specula- 
tion about Government gold loans to some South American 
countries, but it is 
officially denied that 


























side, and not feel that the idea has been con- 
<i ee Foreign Trade and the Depression or pele en 
The Administra (Some Leading Products) To sell more this 
tion, encouraged b y ities Bisnis year and next, Wash- 
the trade records, is 1929 1933 1929 1933 ington believes that 
now working hard on Tobacco leaf (Million Ibs.)............ 1,873 1,023 566 400 we shall have to buy 
its plans for further Crude petroleum (1,000 bbl.)........... 1,007,823 898,874 26,394 36,584 more, and_ remarks 
extension of foreign See Seer er 15,760 13,913 8,637 9,124 that there was no in- 
trade. These plans Meat products (Mills. Ibs.)............ 19,401 19,162 1,273 824 crease in the physical 
include the dozen re- Wheat and Preparations (Mills. bu.) ... . 926 744 164 41 quantity of imports 
ciprocal tariff agree- Cottonseed (1,000 tons)............... 2,282 2,093 297 150 last year — only a 
ments now being Canned Vegetables (thous. of dol.)..... 325,738 210,997 9,454 4,148 little in value. 
negotiated by Secre- Dried Fruits (Mills. of lb.)............. 939 1,084 432 503 Undeniably, if we 
tary Hull and the Canned Fruits (thous. of dol.).......... 187,399 79,374 31,365 22,423 import foreign goods, 
horse-trading bargains Teeetinar (ee, CE GRID 2. so vo.00:05 60000 458,308 253,682 42,943 25,612 the y will displace 
of George N. Peek Leather footwear (thous. pr.)........... 361,402 350,382 4,807 832 home-made goods— if 
and his two foreign Cigarettes (millions).................. 128,402 111,766 8,456 2,495 the demand should 
trade banks. In all Lumber (Mills. of bd. ft.)............. 36,886 10,151 3,078 1,132 remain the same. 
the hearings and in- | Motor Fuel (1,000 bbl.)............... 439,393 408,284 60,801 27,854 But if demand ex- 
vestigations concern- Rolled Iron & Steel Products (1,000 tons) 41,069 16,735 + = 2,352 547 pands there may be 
ing these commercial | Industrial Machinery (Mills. of dol.) ... . 1,997 891 265 142 no absolute displace- 
trades the idea has | Agricultural Implements (mills. of dol.).. 561 214 141 57 ment. Moreover, it 
waxed greatly that the Automobiles (thousands).............. 5,358 1,960 692 144 may be a choice be- 
United States should | Industrial Chemicals (thous. of dol.).... 596,860 429,204 34,692 24,602 tween buying some 
and must be more _—_ a foreign goods and not 





nearly self-contained 
than ever. Self-con- 
tainment has been carried to the point of “Buy Illinois,” and 
even “Buy Podunk!”’, and several states have resorted to 
various stragems to shut out goods from other states and 
evade the domestic free trade rule of the Constitution. 

On the other hand, as manufacturers and traders have ob- 
served how the business of every nation, domestic as well as 
external, has withered with the constriction of total inter- 
national trade, there has been a growing belief that possibly 
even foreign trade may be a good thing and worth cultivat- 
Ing. 

Spokesmen for the Roosevelt administration have been 
busy digging up and polishing the arguments for foreign 
trade as a good thing, even if we do have to accept mer- 
chandise imports in payment for exports. 

The principal argument is that otherwise we shall soon 
have no foreign trade at all. If we do not “trade,” they 
explain, there can be no trade; not forever can the world 
pay us in gold and silver—and that if it could we would 
not—most emphatically not—be paid in that way. Already 
it has become hard to give any cogent reason as to why we 
should take “useless” gold and silver in return for usable 
and consumable goods. A medium of exchange may be 
valueless as an object of exchange. At the rate the gold 
poured in last year neither dusty hoards nor bright newly 
mined gold will suffice. If we continue to take silver we 
foster deflation in the Orient. 

Already the fear is expressed that the sharp decline of 
exports noted in December may mean that the world is 
reaching the limit of the gold it can spare to settle its trade 
balances with the United States. Perhaps this business 
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selling any American 
goods abroad. 

Trade is trade and potential maker of wealth, it is de- 
clared, whether foreign or domestic; one man alone in the 
world could hardly become wealthy. Hence, it is trade 
that makes wealth fully as much as production. The 
world market is vastly larger than the home market—so to 
stay out of it is to stay out of opportunity for wealth. 
But, of course, no national people wishes to specialize on 
one thing or one group of products. No nation is going 
to destroy its industrial structure or imperil its eco- 
nomic independence or its cultural integrity for the love 
of a perfect trade ideal. The practical proposition, even 
Cordell Hull, philosophical free trader, agrees, is to buy 
abroad the goods that least compete with desirably protected 
home products and call for the maximum of exports in pay 
ment. 

The objective is to get a fairly well balanced foreign trade 
made up of imports that our people welcome and of exports 
that foreign people welcome. 

But here cold doubt oozes out in Washington. The world 
has gone self-contained, self-secured because of fear—mili 
tary and economic—it is urged. Therefore, it is declared, 
there is no great chance for the recovery of foreign trade to 
1929 proportions. Where the foreign world is not fearful 
of war and exploitation it is no longer exploitable. Which 
means that we can not sell on credit. No more great bond 
flotations—cash going to American manufacturers and goods 
to sundry “furriners” far and near. When we were export- 
ing $5,000,000,000 of goods a year we were doing most of it 
on tick, which has turned out to be on gift. Some of the 
professors in Washington say that it won’t be long before 
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we'll be taking a wide 
open lending chance 
on the whole world 
again. Others, prob- 
ably more realistic, 
say that hereafter, 
our trade will be pret- 
ty much a two-way 
affair; what we buy, 
they say, we will sell 
first, as it were. 

Wherefore, they 
warn, don’t take too 
much heart from 
1934, unless you are 
ready to trade freely Hull 
(accept imports in re- 
turn for exports) with 
the world. So, these 
realists are busy as bees helping the Administration to find 
things to import that will be clearly in the general American 
interest. The search is for goods not importantly or well pro- 
duced in the United States—goods that it would be better to 
give in part or whole to foreign factories and farmers in or- 
der that our capital and labor may concentrate on goods that 
we can make better and more economically than the foreign- 
ercan. But always taking care to see that no essential industry 
is imperiled. Here’s the trade theory: If the French can 
make luxury fabrics better than we, and we can make re- 
frigerators better than they, let the Crapauds have a shot at 
our market for textiles in return for one at their refrigerator 
market. Which means, of course, trading fine refrigerators 
for fine textiles. This is the sort of trade, it is claimed, 
which enriches both nations and harms neither. 

After all, they say, international trade, as to incidence on 
individuals, is no different than trade between nationals of 
the same country. Each person buys and sells according 
to his preferences, judgment and opportunities—and sup- 
posedly to mutual benefit. It does not follow, run the 
arguments, that because Smith sells to Jones, Brown’s busi- 
ness is ruined. Jones may buy more from Brown because 
of the stimulation of the com- 








Active Advocates of Expanded Foreign Trade 


and seems already 
to be effecting benefi- 
cial results to both 
countries. 

Just the other day 
the treaty with Brazil 
was signed. It is im- 
portant more because 
it holds our present 
trade with Brazil, 
which rests largely on 
the fact that we are 
Brazil’s best customer, 
than because of its 
immediate widening 





Peek of our trade oppor- 
tunity. It tends to 
make Brazil buy 


where she already 
sells. A dozen other “trades” are on the carpet, the object of 
them all being the establishment of international trade on 
the basis of common advantage, the “most favored nation” 
clause bringing non-treaty nations into the same benefits un- 
less they discriminate against us. 

The failed treaty with Russia was also of a special trade 
nature as it involved other than tariff relations, but it was 
in line with the endeavor to establish trade relations of 
reciprocal advantage. 

The 50 per cent concession on manganese ore to Brazil 
was barred from “‘most favored nation” extension to Russia 
because of the general impasse in trade relations with that 
country. It would be suicidal for the United States to let 
an all-embracing “most favored nation” clause give inci- 
dentally to Russia or any other nation what it could not, 
perhaps, get by direct negotiations. The same principle 
will be followed throughout the negotiation of reciprocal 
agreements, that is, the most favored nation clause will be 
conditionally suspended for nations which discriminate 
against the United States. This obviously normal pro- 
cedure gave rise to the story that the United States had a 
category of black-listed nations. There is no blacklist. 
A nation is amenable to the 
open m.f.n. or not according 








petition of the vendors. He —_—_---—-——— 
may do more business because | 
of their rivalry. “Trade | 
makes trade.” Just as in- 
dividual competition and 
emulation are the life of 
trade, so is trade between na- 
tions. Sad would have been 
the estate of the western 
world if the nations had not 
traded with each other, vied 
with each other, learned from 
each other. Individuals suf- | 
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Foreign Trade and Employment 


Number of Producers Normally 
Dependent on Exports 


SM eee TE ee 
Manufacturing employes (16 groups).............. 


TERMS POTUROOR 665 5 66 eens 
Miscellaneous............... 


| to its tariff attitude towards 
| the United States, which will 
be developed in each case by 
preliminary or final negotia- 
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fer here and there, perhaps 
whole groups, may be entire 
industries, but the criterion is the net benefit of the whole 
national group. The welfare of the whole community is laid 
down as the guiding rule of international trade regulation— 
not the old unrestrained commercial exploitation of free 
trade. Is it desirable that the cotton South be ruined 
through loss of its export trade in order to save certain 
manufacturing industries of minor importance? So runs 
the argument. 

Fifteen million people would have to change their ways 
of life and/or their abodes, if we were to sink our export 
trade. 

The reciprocal tariff agreement with Cuba consummated 
under the President’s delegated powers, is a fait accompli, 
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purposes specific swaps man- 
aged through governments, rather than general trade 
treaties leaving commerce to individual effort and enterprise, 
and fits more with the current nationalistic commercial tend- 
encies of the world, which Secretary Hull and also Secretary 
Roper are striving to dissipate. 

Opinions, of course, will differ, as to whether we should 
approve the Administration’s lead ir. looking to foreign 
trade expansion as a highway to recovery or whether we 
should tend more and more toward the policy of self-con- 
tainment, building up here a great self-sufficient trade. 
But there will be general agreement that our foreign trade 
should be managed for the benefit of the nation as a whole 
and not left to the mercies of selfish group interests. 
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Significant Foreign Events 


By GrorcGe BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


W orld Security 


The cause of peace has been advanced 
first by the Franco-British accord in a 
co-operative security pact and second 
by the more recent London invitation 
to Germany to participate in a confer- 
ence looking forward to further modi- 
fication of the arms limitation clauses 
of the Treaty of Versailles. The pact 
of Locarno will probably be supple- 
mented by definite agreements concern- 
ing air defense. 

The underlying objective of both the 
British and the French is to bring Ger- 
many back into the League of Nations. 
Germany will use this as a bargaining 
weapon. She will make no concessions which would 
jeopardize what strength of position her present isolation 
gives her, nevertheless, she cannot afford to ignore the 
overtures now being made in the interest of world security. 


* * * 


England 


The new Chairman of Barclay’s Bank voices the opinion 
of the majority of London bankers, expressed recently in 
annual board meetings: “A full tide of prosperity such as 
will enable us to reduce unemployment to a normal level is 
not in sight.” Cheap money and depreciated sterling have 
arrested the decline in prices, stimulated domestic business 
activity, but failed to create employment for the two million 
still on the dole. A large proportion of these two million, 
dependent on export industries, cannot be transplanted 
arbitrarily into the domestic field. The revival of British 
foreign trade, in other words, the return to a “full tide of 
prosperity” is subordinated to the adjustment of various 
external economic factors such as gold bloc monetary dis- 
equilibrium, universal tariff barriers and international in- 
debtedness. Since the solution of these interlocking prob- 
lems is still hazy and inarticulate, England has been impelled 
to adjust herself to an isolation policy totally incompatible 
with her traditional economy. 

Hence the half-baked prosperity theories of Lloyd George 
have been seized upon with unwarranted enthusiasm. The 
makeshift of expanding public debt for the spurious purpose 
of transforming the credit thus acquired into “human 
happiness” is, as we know, by no means an original doctrine, 
but one which subtly conceals the superfluous employment 
and the totally indefensible financial liability which must 
ensue. 

It is obvious, therefore, that for different reasons Lloyd 
George and the domestic bankers are allied against stabiliza- 
tion, in opposition to international bankers who find that 
without it the movement of international funds involves too 
high a risk, and enters in fact, the field of speculation. 
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From another angle, the question of 
stabilization is fundamentally one of 
adjustment between the volume of in- 
debtedness and the money turnover of 
current business. One argument fre- 
quently heard in the City is that it is 
useless to stabilize, fixing debts in gold, 
as long as interest charges are met with 
debtors’ capital rather than with current 
profits. In effect, this is the interpre- 
tation of Neville Chamberlain’s state- 
ment when he says that there is still 
too wide a divergence between debts 
and prices, for the English to resume 
the gold standard. 

On the other hand, general recogni- 
tion of the fact is becoming more 
widely spread in England that the debt burden has already 
been materially relieved, excessively low interest rates now 
prevail and further. price advantages to be obtained from 
a manipulated currency are dubious. 

Considerable window dressing for stabilization has already 
taken place, but the uncertainty surrounding the decision 
of the United States Supreme Court on the gold clause 
has temporarily created a standstill. At the time of writ- 
ing, the feeling abroad is practically universal that the 
President, committed to a policy of public expenditure and 
credit inflation, cannot be checked at this stage. Many 
foreign observers insist that an immediate moratorium 
would follow an adverse decision by the Supreme Court, 
but this is doubtful. Meanwhile the fear of these possi- 
bilities affects the gold bloc because, should they material- 
ize, it would bring about a further heavy fall in gold 
prices and give the gold bloc a final knockout blow. 


* * * 


France 


In view of the uncertainties of the moment, Premier 
Flandin’s London mission is viewed merely in the light 
of a pre-stabilization interlude. In fact, it is impossible to 
see how Flandin’s effort is going to relieve the French 
situation. Even though there is no friction between his 
policies and the regents of the Bank of France, reports to 
the contrary notwithstanding, it is doubtful whether his 
reflationary efforts will make for much betterment. Recent 
tax returns are alarmingly deficient, the last quarter sales 
tax revenue was off 25 per cent. Moreover, the total 
foreign trade turnover of France has declined from 108,- 
000,000 francs in 1929 to 40,000,000 in 1934. This drastic 
curtailment in export and import business activity has taken 
place without a corresponding downward revision in the 
gold value of debts. The interest burden of these debts on 
declining industry eats into the industrial capital of the 
country as turnover declines. France would have reached 
a critical stage long since, had she been a borrowing instead 
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of a hoarding nation. Hoarding has prolonged economic 
resistance, but has provided no remedy for commercial 
stagnation. Flandin’s timorous trials at credit expansion 
are not expected to bring about the dehoarding desired or 
give the much needed fillip to business activity. Outright 
devaluation would probably start the kettle boiling. 


* * * 


Switzerland 


If Swiss exchange preserves on the surface a certain sta- 
bility, a more underlying indication of national economy 
is the present banking situation. The directors of the 
“Big Five” (Union des Banques Suisses, Société de Banque 
Suisse, Banque Commerciale de Bale, Banque Fédérale, 
Crédit Suisse) met at Berne to solicit Government aid by 
the transfer of their huge credits (estimated over two 
billion Swiss francs) frozen in Germany and various Central 
European countries. Despite cordial relations between 
financial officials at Berne and the banking fraternity, the 
Government does not feel the moment opportune, in view 
of adverse public opinion on previous shady financial epi- 
sodes, to relieve the credit burden now gradually crushing 
the banks into collapse. Banks’ stocks tumbled on the 
Zurich Bourse, dropping from 50 to 30 per cent in value. 
The stability of exchange is maintained by day to day 
transfers of gold by the Swiss National Bank to sustain 
the rates against French francs. 


* * * 


Holland-Belgium 


Both guilders and belgas suffer from 
a similar plight, and are supported tech- 
nically from day to day. While the 
guilder is just at the gold point, eliminat- 
ing the possibility of arbitrage profits, it 
is believed that short accounts in belgas 
have rapidly increased owing to the un- 
certainty of the political situation. 


* * * 


The Tourist Franc 


In the gold bloc countries, although 
they dogmatically profess a blind faith 
in the righteousness of existing currency 
values—last preached by Premier Flan- 
din in reply to the heretics of devaluation 
—one form of heresy at least is gaining 
headway. This is the tourist franc. 
Originally initiated in Switzerland, the 
doctrine has gained many converts in 
France among hotel keepers headed by 
the Deputy from Aix, sponsor for Ri- 
viera resorts. His bill for a twenty franc 
dollar awaits parliamentary action and 
calls for government appropriations to 
share the cost of this form of missionary 
salesmanship. Simultaneously, the Tour- 
ist Office of Belgium and the Luxemburg has demanded that 
the Cabinet, at its next meeting, consider a project to cut 
the Belga 20 to 30 per cent in advent of the International 
Exposition at Brussels. These pleas embody the unorthodox 
principle of dual currencies—they reflect the urgent need for 
these intangible exports—(in times past, the daily bread of 
hotel keepers, railroad operators, as well as budget bal- 
ancers)—also they renew the promise for Americans of an 
earthly paradise in Europe with the dollar buying all and 
more than in bygone days. 


Wide World Photo 
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Neville Chamberlain 


Claims too wide a divergence be- 
tween debts and prices exist for Eng- 
land to resume gold standard. 


Italy 


The reshuffle of Mussolini’s ministers appeared a char- 
acteristic move, before playing out the “New Deal” of his 
corporate state. Judging from, the current state of national 
economy, the gesture is more indicative of desperation than 
optimism. The deficit in the commercial balance amounting 
to 1,441,000,000 lira in 1933, reached the staggering figure 
in 1934 of 2,433,000,000 lira. January witnessed feverish 
fluctuations on Italian markets. Particularly significant, and 
in some quarters unexpected, was the drastic drop in Gov- 
ernment bonds clearly revealing the shaky national credit. 
Simultaneously, key stocks on the Milan Bourse fell off 
sharply—all inevitable developments of an economic dicta- 
torship based on the ability to create debts rather than on 
the ability to produce profits. 


* * 


The Rome Accord 


The Rome accord, high light of present European di- 
plomacy, has both an economic and financial significance 
under-emphasized in press reports. Semi-official sources in 
Paris intimate that in spite of cordial effusions the “Ques- 
tion d'argent”, as usual, presents a stumbling block. The 
Duce’s efforts to secure a French loan to mitigate Italy's 
financial plight was turned down. Shrewd French bankers 
balked. Rome hedged conveniently by implying that finan- 
cial aid involved unacceptable political obligations. Hark- 
ing back to Prime Minister Barthou, his successor Mr. 
Laval has appropriated the ready-made 
program of Franco-Italian economic rap- 
prochemert. Juggling tariff schedules, 
crafty interpretations of customs’ nomen- 
clature will be utilized to promote com- 
merce between the two countries—the 
ultimate purpose to stabilize the Italian 
balance of payments. 

For this favor Mussolini agrees to 
take no decisive steps to relieve his cur- 
rency difficulties, while Flandin sounds 
out gold standard opinion in London. 
A further favor—construction work on 
the two 35,000-ton battleships in Italian 
drydocks will be “delayed”, pending 
London treaty negotiations. 


* * * 


Russia 


There are indications that Russian 
purchasing is declining. Even if the re- 
cent debt and trade negotiations with 
Washington had not collapsed it is 
doubtful whether as large a volume of 
exports would have gone to the Soviets 
as has been popularly believed. Less 
attention is being directed toward uplift 
of the people. Industrial activity, such 
as there is, is currently in the direction 
of war materials. The proposed extension of the trans- 
portation system is still in the blue print stage and as a 
consequence it continues almost an impossibility to move 
the necessary supplies from areas where crops have been 
good to those where shortage is acute. In the event of war 
with Japan this lack of transportation will be even more 
evident than today. Not only would effective troop move- 
ments be hampered but an even larger part of the civilian 
population would face starvation than is the case today. 
The process of exploiting the people goes on and on. 
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ead Goose Lays No Eggs 


Taxing Alleged Property Values Is Ruinous Capital 
Levy — One Cause of Depression — A Way Out? 


By F. F. Evxin 








N the last analysis ‘i 

our economic difficul- 

ties might be stated 
thus: “Property values are 
inadequate to sustain our 
credit structure”: Meaning 
all property and all credit. 
We had as well admit this 
stark fact, for it is present 
with every business man 
every waking hour; hence, 
universal fear and appre- 
hension. Remedial measures 
so far have been directed 
primarily to strengthening 
property values by stimu- 
lating the value of prod- 
ucts, and to mollifying 





F. F. Elkin 
Midland, Tex. 


Rancher, land-owner, ex-coun- 
try banker. Born on Texas farm, 
1876. A. B., Texas Christian Uni- 
versity, 1898. Ancestral back- 
ground England to Virginia to 
Kentucky to Texas—and always 
land. Democrat with “bias to 
right.” Claims not to be profes- 
sional writer but writes like one. 
Will debate all comers on the 
vital issue herewith presented. 


_ tive promise. The tax, 
though a capital levy, and 
wrong in principle, then as 
now, was easy to pay and 
brought no protest. In re- 
cent years we find the popu- 
lation nearly constant. Be- 
sides, the amount of tax 
has been trebled and the 
national income cut in half, 
making the tax in fact six 
times as heavy. 

The national income, we 
are told, has been as high as 
ninety billion. Let us as- 
sume it is now sixty billion. 
Our annual expenditures 
local, state and national, 
total around fifteen billion. 





credit distress by  dis- 





counts, adjustments, exten- 
sions, moratoria and the like. No criticism. These efforts 
have been heraic, and are doubtless making headway. But 
may it not be opportune to seek out the causes that led us 
to this unhappy condition? 

It would be impossible to explore so large a field here. 
I shall not undertake even the enumeration of the various 
factors involved. I do maintain, however, and shall seek 
to establish that the ad valorem tax, per se, is the greatest 
contributing cause of this persisting distress. 

Surely an attack upon this hoary, this universally- 
accepted, or at least tolerated, levy is unorthodox and un- 
warranted. On it we depend for most of our local reve- 
nue, and much of state revenue. On it rests the solvency 
ef municipal and district bonds. It is the very mudsill of 
our tax structure. Even so, but suppose the mudsill is 
decayed and failing? Who has examined it, and when? 


A Capital Levy 


Ad valorem, though often paid from operating profts, 
is in its essence always a capital levy. It has no regard for 
the earning power of the property assessed, and little for 
the sale value. The need of society for tax governs its 
arbitrary fiat. 

Having served us so well in the past, why is this par- 
ticular levy so objectionable now? Because in this past 
values were low, and the rate was low. There was an 
addition to the population of the nation, from immigra- 
tion and natural increase, that finally exceeded a million a 
year. This constant increment of people brought a fairly 
constant increment to the value of land. Whatever a 
property lacked in earning power, it possessed in specula- 
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Does the fifteen come out 
of the sixty billion? No. Only in part. Much of it, a 
huge amount of it, comes from ad valorem levies, capital 
levies mind you, on unproductive properties, homesteads 
included. I submit, that we have no right to thus attack 
real property with such a levy until we have first exhausted 
our national income; unless, perchance, in our desperation 
to bring public obligations within bounds, we levy on all 
capital of every form equally. 


The Economic Effects 


But the evil of this condition does not stop with the 
individual victim, the fee-simple titleholder. That might 
be endured. It is shot through our whole economy. The 
would-be lender is deterred from placing further loans on 
real estate, and is calling such as he has, often discounting 
them heavily. Bonds based on real estate, directly or in- 
directly, are being defaulted. Ad valorem tax levies are 
being defaulted also, to the further embarrassment of all 
real estate securities. The security-holder not only suffers 
from non-payment of amounts due him, but finds his 
security passing progressively further into a second-lien 
status by the priority of accumulating tax levies. No real 
estate is being bought except at ruinous prices, very little 
at that; partly from low value of products, and low rentals, 
it is true, but largely from fear of constantly recurring 
capital levies by unknown and multitudinous tax boards. 
And we have the anomaly of money going begging at one 
per cent, and the people crying for money at any rate you 
might name. 

With the ad valorem tax totally removed and outlawed, 
the farmer’s tax would naturally be assessed on a produc- 
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tion basis. Other elements of society on the basis of 
income, rental value of a house—as in England—gross 
receipts, gross profits, sales, severances and such, as may 
appear befitting in each case,—all of which are of the same 
nature and are capable of comparison and balance, but 
none of which my be balanced against a capital levy. Com- 
ing from annual profits, not from capital assets, none would 
be confiscatory. In other words, let us thrust our fifteen 
billion hand into our sixty billion pocket and pay our cur- 
rent bills from our current profits. This change in tax 
policy would be just as salutary for city property as for 
country property, but to give poignancy and brevity let 
us waive generalities and take a rather detailed view of 
the farmer with his production tax. 

His surpluses would tend to disappear automatically, for 
he would not produce against such a tax except when it is 
profitable to do so, the penalty for his dallying (ad valorem 
confiscation) being removed. 


Effect on Recovery 


Much of our marginal and submarginal land would be 
dropped from cultivation for the same reason, voluntarily 
by the owner. Even reforesting would be undertaken by 
some, no doubt. 

Development of new agricultural areas would be re- 
tarded, contributing greatly to sane conservation. 

Surpluses thus greatly lessened or removed, prices would 
lift to a profitable basis. Production would not exceed 
demand for long. 

The same would eliminate entirely the “tax delinquency 
hazard” for the Land Banks and other security holders, 
tending to decrease interest rates and increase loan values: 
It being axiomatic, the greater the security the lower the 
rate. 

Seeing security in real estate, with no threat of capital 
levies, money from private and corporate sources would 
flow freely into real estate investments and loans, bringing 
that coveted activity the country needs and must have. 
(You cannot lend the country into prosperity, sales are 
required.) 

With such increased financial aid available, supplement- 
ing government agencies and institutions, a great horde of 
the unemployed would seek a haven in the suburban and 
rural districts, safe from the buffetings of pitiless fate. 
Population does not precede but follows investment. 


Social Security 


Particularly onerous are our exactions on real property 
to the aged, after a life of wholesome tax-paying citizen- 
ship, to find they are members of a rapacious society bent 
on chiseling away their meager savings—even a home- 
stead—by relentless levies: Capital levies. This fills me 
with apprehension. Nine out of ten non-home-owners will 
tell you they would not buy a home if they had the price. 
When personal ownership of real estate for home-and- 
profit (the homestead) becomes so generally undesirable 
and hazardous, personal ownership for profit alone soon 
follows, with the inevitable sequence that no personal 
ownership of any kind of property may be maintained: 
Personal ownership of real estate being the primary and 
ultimate base of capitalism. How much more just, states- 
manlike, humane, to take society’s portion, if, as and when 
the citizen is producing, assuring him peace of mind, se- 
curity, tranquility, for the evening of life, from the fruits 
of his own efforts; rendering old age pensions and unem- 
ployment insurance far less urgent, if not useless, to a 
large section of the upstanding, self-reliant population. 

The tax changes advocated, together with proper refine- 
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ment and extension of homestead laws, would lessen and 
finally eliminate land tenantry. This, we must admit, is 
the spot of greatest inefficiency in our social order, and 
contributes more than all else to our average low standard 
of living. Much of this present tenantry is voluntary, just 
from our unfair, confiscating land tax. The number from 
this cause is increasing. 

The same, likewise, would increase measurably the safety 
and effectiveness of the Housing Program sponsored by 
Washington, by removing one of its greatest obstructions— 
fear of capital levies. 


None Is Immune 


Not the owners of real estate alone are involved in this 
matter. It reaches every class of citizen and every kind 
of investment with its blighting doubt and fear and inse- 
curity; and, sad indeed, that fear is justified. We often 
hear it said that our financial, our credit, super-structure 
rests on land, rests on real estate. This is a fallacy. It 
rests on the value of land. Destroy this value, the struc- 
ture falls; impair this value, it creaks and gapes in every 
joint. All the New-Dealers and Old-Dealers put together 
cannot effectively repair its seamy sides without first re- 
pairing, stabilizing, this fundamental base with dependable 
value. 

Many of the states, most of the states in fact, recognize 
the seriousness of this “value” tax menace, and are seeking 
a remedy by compromise,—merely shifting part to other 
forms of tax, but holding on to the ad valorem tax policy. 
How vain and foolish. Half measures will not do. Poten- 
tial buyers of real estate, and lenders, will not fall for that. 
One afflicted with a cancer would not thank one’s doctor 
to remove a part and leave the rest to grow back as malig- 
nant as ever. The policy needs supplanting, not the 
amount lowered. It threatens always a more aggravated 
recurrence. 

Shall we fear land monopoly, speculation, absenteeism, 
if we abandon ad valorem? We have a secure and all- 
sufficient recourse in the right of eminent domain inherent 
in sovereignty. It has been our land policy from the be- 
ginning to recognize a difference between the homestead 
and land held exclusively for profit. This difference can 
be broadened to cover any contingency that might arise in 
a contest between land monopoly and homesteads. 

Billions of bonds must be honored—much of which rests 
upon ad valorem levies. Shall we repudiate these in whole 
or part? Shall we seek their payment (the ad valorem 
formula) from vanishing values and confiscation? If we 
do either, we shall certainly destroy our credit structure, 
and seriously threaten the capitalistic order itself. Seem- 
ingly we have bowed before this juggernaut. 

Be not dismayed. We have the resources, the acumen, 
the statesmanship, necessary to resolve this problem—once 
we recognize it as our major problem—exceeding all others 
in magnitude, universality and its innate primal quality. 

Let us then turn our minds to the construction of a new 
and better system adequate to serve our great need of reve- 
nue and yet not threaten our social order with such whole- 
sale disintegration and bankruptcy. Pursuing this purpose 
the problem divides itself naturally into four heads: 

1. Liquidate the Delinquencies of the Ad Valorem 
Rolls: 

There is an enormous list of these delinquencies in every 
community. Place them in the form of negotiable “de- 
linquent tax certificates”, by law, and extend to five or 
ten annual payments. Sell or hypothecate these certificates 
for the benefit of (a) existing deficits owing by the com- 
munity and (b) principal of outstanding bonds (not for 

(Please turn to page 528) 
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The Case Against the Utilities 


As One Consumer Sees It 


By Marvin E. Branopt, JR. 








ROM the conservative 

publications, including 

THE MAGAZINE OF 
WALL Street, I get the im- 
pression that the public utili- 
ties are innocent victims of 
political oppression. Oceans of 
tears have been spilled over 
the depreciation of utility 
stocks and the sad plight of 
investors therein, including, of 
course, the widows. 

At the other extreme are 
publications and many people 
who picture the utilities as 
monopolistic monsters of un- 
mitigated evil and deceit. No 
doubt you are familiar with 
the standard cartoon—a big, 
fat plutocrat in top hat, a sneer 
on his face, one heavy shoe on 
the consumer’s neck. The club 
we must have in dealing with 


lemma. 


This magazine has published many articles 
over the past two years defending the position 
of the public utilities; it is our belief that they 
have been unduly and unfairly oppressed by 
taxation, government competition and rate 
regulation to the decided injury of thousands 
of investors and to the ultimate disadvantage 
of many more thousands of consumers. On 
the other hand, we do not hold the public uti- 
lities entirely guiltless of errors and abuses 
which have contributed to their present di- 
Accordingly we are glad to present 
this article representing the views of a con- 
sumer.—Editor’s Note. 


goes down below what they 
paid for it. Before that they 
were speculators. And while 
we are on this subject, it oc 
curs to me that I hear strangely 
little sobbing about the widows 
that invested in Radio com- 
mon above 100 and U. §, 
Steel above 200, etc. The ma- 
jority of common stocks have 
taken a well-merited beating 
since 1929. I don’t see many 
tears being spilled over New 
York Central, Southern Paci- 
fic and other rails, many of 
which have gone through the 
deflation wringer to the tune 
of 90 per cent or more of 
1929 stock market dreams. 
I'm neither an accountant 
nor a statistician but common 
sense tells me that the average 
public utility is inflated. It 








this tough guy, say the radicals, 
is “Public Ownership.” 

Now as a common, ordinary, garden variety of electricity 
and gas consumer, taxpayer and citizen, I think both 
the above points of view are cockeyed; and since this 
slug-fest seems to be open to all-comers I am herewith 
inviting myself into it to the extent of getting off my 
chest a few thoughts which may or may not interest you 
and your devoted readers. 

On the whole, I am opposed to public ownership and 
operation of utilities, even though it seems to me that 
political management of the water supply does pretty well 
in my town. Maybe that is the exception that proves the 
rule of political inefficiency, waste and general fat-headed- 
ness in the conduct of anything remotely resembling a 
business undertaking. There seems to be something about 
public money that makes most people careless with it. 

On the other hand, agitation for public ownership would 
not have reached its present proportions and certainly 
could not get to first base if the people were wholly satis- 
fied with the private utilities. You may say the politicians 
made the present utility issue, but I can’t see it that way. 
They have exploited it to a fare-you-well and I don’t 
doubt that they have exaggerated the alleged abuses. But 
the politicians didn’t invent Mr. Insull and the several 
other super-super-super-holding companies that never owned 
anything much but water and whose stocks have crashed 
to nothing and are exactly worth it. 

Also, I can’t get much worked up about the beating that 
has been taken by so-called investors in public utility stocks. 
A lot of people become investors the minute their stock 
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must be inflated. How do I 
figure it? Well, look in the 
last issue of your own Magazine where you discussed secur- 
ity flotations in the boom years. Your article stated that 
public utility stock and bond issues in 1929 amounted to 
$1,931,000,000 and that the average for the three years 
1923-1925 amounted to $1,236,000,000 per year. You 
didn’t give the figure for 1926, 1927 and 1928, but am I 
wrong in guessing it was more than the average for 1923- 
1925? If not, it’s probably a safe guess that utility financ- 
ing in the seven years 1923-1929 averaged at least $1,500,- 
000,000 a year for a grand total of $10,500,000,000. 

Now, I have heard all sorts of estimates as to how many 
billions of dollars the electric and gas companies have in: 
vested in their properties, but few claim it to be less than 
$20,000,000,000. What I am getting at is this: If these 
properties represent a total investment of $20,000,000,000 
then more than half of the investment was made at inflated 
prices of property in the speculative years 1923-1929. What 
other meaning can your own figures have? If the $10,500,- 
000,000 or more that the utilities raised by selling the 
public stocks and bonds between 1923 and 1929 did not 
go into property investment, where did it go? 

So now the utilities say to us: “Look how much we have 
got invested in the properties that serve you. We have got 
to charge you enough for gas and electricity to get a fair 
return on this investment.” 

That may make sense to the Public Service Commission 
or even to the Supreme Court, but it doesn’t make sense to 
me. I would hate to admit publicly what I paid in 1928 
for the house in which I now live—but I know it’s not 


THE MAGAZINE OF WALL STREET 





wo! 
and 


inv 
ves! 
mo 
mo! 
mo! 
but 


do 


say 
wh 
wil 


bal 


oa. DS 


ee ee, ae ee ee ee i 


— 








- they 
; they 
while 
it oc 
ngely 
idows 
com- 
J. §, 
e ma- 
have 
ating 
many 
New 
Paci- 
y of 
1 the 
tune 
e of 


tant 
mon 
rage 


Jo I 

the 
cur- 
that 
1 to 
ears 
You 


2 3- 
inc- 
00,- 


any 


ian 
ese 
)00 
ted 
hat 
0,- 
she 


10t 


ive 
ot 
ur 


on 
to 
18 
ot 








worth it today, I know I couldn't get it if I wanted to sell, 
and I also know that if I rented it I wouldn’t even get a 
3 per cent return on my original investment. 

Nobody but utilities can argue about fair return on 
investment, original cost, replacement cost or prudent in- 
vestment theories and so forth. Most of us know that in 
most everything we invested in during the boom we got 
more or less stung. The utilities got stung in investing 
more than $10,000,000,000 of new money at high prices— 
but they don’t want to admit it. 


Ave Utilities Inflated? 


Take the poor old Consolidated Gas Co., now trying to 
do some horse-trading with the City of New York. 

“Our capital assets have a value of $1,204,000,000,” 
says Con. Gas. “That's what our books show and that’s 
what they are worth. But to show our good will we are 
willing to write that down by $85,000,000, and on the 
balance of $1,119,000,000 we want a 7 per cent return. 
Of course, this is just a preliminary dicker. What is your 
proposition?” 

Now if I were the Mayor of New York or the Public 
Service Commission I would reply to that as follows: 

“Dear Con. Gas: Your properties are worth $1,119,- 
000,000—says you! I notice that you carried them on 
your books in 1929 at $1,055,623,204. Please advise how 
you figure that property of any kind—except gold and 
silver—is worth more today than it was in 1929. Also I 
notice that since 1925 your 
property account has more than 
doubled. That was quite a siz- 
able expansion that you en- 
gaged in during those years 
when the sky seemed to limit, 
even though it does include con- 
solidation of Brooklyn Edison. 
Don’t misunderstand me. I'm 
not blaming you. Most every 
business did pretty much the 
same. I don’t doubt that you 
spent a lot of money on pro- 
perty and equipment. The only 
thing I doubt is that today it is 
worth what you paid for it. 
Most of your customers have 
been deflated since 1929. Hav- 
ing no balance sheets to guide 
them, most of them have no idea 
their assets are really worth 
what they were in 1929. Neither 
do many of them cherish the 
illusion that the world owes 
them a 7 per cent return on the 
cost of investments made in the 
late lamented boom. 

“Furthermore, I observe that 
your 1933 report—the latest I 
have seen—shows an income of 
$71,555,000 applicable to your 
bonded debt and to preferred 
and common stockholders. That would be a return of 
nearly 7 per cent on the valuation you now say is fair. 
Not bad. Not half bad! Again, my calculation shows that 
for every dollar you collected from the consumer of gas, 
electricity and steam you carried through about 21 cents 
to net profit for stockholders. Most business men, having 
to get theirs out of a margin of 5 or 6 or 7 per cent on 
og _* dollar, would call that downright handsome. 
o do I. 
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“Your offer declined — without thanks. Come again. 
A write-down of 25 per cent on your property account 


would be more like it. And seeing as how the public 
grants you a monopoly and you have no competitive risks, 
a 5 per cent return seems plenty to me.” 

Have you any doubt that the sentiments expressed in this 
imaginary letter would be subscribed to by the majority 
of the public? And don’t come back with the statement 
that we pay about 10 cents a day for electricity. I've heard 
that one before. The fact is that some do and some don't. 
The fact is that rates vary in different localities all the way 
from 3 cents per k.w.h. to 14 cents. I know that differences 
in distribution costs account for part of this—but not all; 
for in many places all you have to do is step across a county 
line to get a different rate. 


Lost Good Will 


Besides, no one likes to feel that he is being gypped— 
even out of a couple of cents a day. Most of us will 
cheerfully pay a dime for anything we think is fairly 
priced, but show me the man that won’t resent spending 
even a nickel if he has the notion he’s being trimmed. 

I’m not talking about Insull or the super-holding com- 
panies. I’m talking about the local utilities with which the 
consumer comes in contact. I know there are some good 
operating companies; companies run by utility men and 
not financial manipulators; companies that are smart enough 
to expand their volume by reducing rates as fast as it is 
possible for them to do with 
proper regard to fair return on 
legitimate property investment. 

But surely the public can 
not be blamed if out of all 
the exposures of holding com- 
pany abuses it has got the idea 
that where is so much smoke 
there must be quite a bit of fire. 
A rotten apple may not neces- 
sarily ruin the rest in the bar- 
rel, but when you run across 
it you would be less than human 
if you did not examine the rest 
with sharper eye. It seems to 
me that this is the situation in 
utilities. Rightly or wrongly— 
and I admit with the conniv- 
ance of the politicians—the pub- 
lic has become suspicious of 
utilities generally. It doubts 
that they are square shooters. 
It does not understand their 
complicated rate structures— 
service charges, minimum 
charges, flat rates, block rates, 
cumulative rates and so on in 
bewildering variation —and it 
finds them in all too many in- 
stances arbitrary, high-handed 
and stiff-necked in their routine 
dealings with consumers. 

What is the remedy? I don’t profess to know. But if 
the utilities want to stave off public ownership they had 
better put their cards on the table, accept the defla- 
tion that almost all other business has gone through, forget 
fat returns on common shares that have been multiplied in 
outstanding number by anywhere from 2 to 10 times since 
1923, and in general buckle down belatedly to the hard and 
slow job of rebuilding a public good will that they have 
done very little to save. 
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Semi-Annual Dividend Forecast 


Part []-—Steel, Metals, Petroleum, Motors, Motor Ac- 


cessories, Merchandising, Food, Building, Chemicals 


ECENT months have seen the trend of dividends 

turning more and more in the investor's favor in 

most industries. Increasing earnings, the threat of 
taxation on corporate surpluses and the lack of demand for 
plant expansion have resulted in numerous resumptions, 
increases and special distributions in a growing number of 
corporations. 

This favorable trend has not been discernible among the 
rails and utilities which continue to reflect both the un- 
certain pace of general recovery as well as the pressure of 
heavy taxation and governmental regulation and competi- 
tion, but it is clearly evident among the lighter industries 
and as general conditions improve should gradually make 
itself felt in the heavier dur- 


In this connection, however, this Dividend Forecast will 
be found most helpful. The principal companies in the major 
industries are shown individually with earnings on the 
common shares for 1934 compared to last year. Where ofhi- 
cial figures are not yet available, careful estimates based on 
interim reports and the trend of the industry have been 
made. The price range for the past year is given together 
with present dividend rate. Dividend prospects are cov- 
ered by individual comments, which should be read in con- 
junction with the general discussion of the industry pre- 
ceding each table. 

Each issue in the following compilations is rated with 
regard to the investment status of the issue and its indicated 

market prospects in accord- 
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able goods industries. — 

During the past year many 
companies have elected to 
make payments as operations 
became profitable without com- _— imgs. 
mitting themselves to a defi- 
nite annual rate. As the pros- 


pect of recovery becomes clear- pany in that industry. 


Two fundamental factors, the industry and 
the company itself, are used to form our rat- 
The letters A, B, C and D are applied 
in rating the industry; 
1, 2, 3 and 4 in rating the position of the com- 
Thus: 


WALL STREET’S rating system 
as shown in the accompanying 
legend below. 

This Semi-Annual Dividend 
Forecast is presented in two 
parts. Part I in the previous 
issue of February 2, 1935, 


and the numerals 





er, more and more such, how- 
ever, are expected to resume a 
regular rate. 

Thus the investor will be 
afforded a widening choice. 
It is fortunate that this is so, 
for with prices of so many 
issues already liberally dis- 
counting improvement, the 
quest of a fair average return 
is not an easy one. 
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INDUSTRY 


A—In a strong and expand- 
ing position. 


B—In a fairly strong and 
stable position. 


C—Depressed but prospects 
for recovery moderate- 
ly favorable. 


D—Depressed; declining prof- 
its; no signs of nearby 
improvement, 


COMPANY 


1—Large current earnings; 
dominant in field; 
strong financially. 

2—Good potential earnings; 
important company; 
good financial position. 

3—Earnings still relatively 
low; fair financially; 
business volume mod- 
erate. 

4—Doubtful outlook; weak 
financial position; un- 
profitable operations. 








covered the leading railroads, 
public utilities and the vari- 
ous type of equipment compa- 
nies. 

Part II in this issue cov- 
ers the dividend outlook for 
the principal companies in 
steel, metals, petroleum, chemi- 
cals, food, building, merchan- 
dising, automobiles, tires and 
motor accessories. 
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. Improved Trend for Steel 


Revenues Should Better 1934 Figures 


OTAL production of steel last year amounted to 
if 25,900,000 tons of ingots, equivalent to 37% 
of the industry’s total productive capacity. Produc- 

tion by quarters, however, was widely divergent. In the 
first three months the industry operated at 40% of ca- 
pacity; the second quarter 54%; and the third at 24%. 
In the closing three months operations were at 28% of 
capacity. These fluctuations, which were much wider than 
might otherwise be accounted for by seasonal conditions, 
were even more pronounced in terms of weekly production 
which had a range from 62% of capacity to 17%. 

Sources of steel consumption, as in the previous year, 
were led by the automobile industry, which accounted for 
21% of the total, followed by building construction with 
13.5%, railroads 10.5%, agriculture 7.5% and containers, 
10%. Reflecting this division of steel consumption, pro- 
duction of light-rolled steel such as sheets and tinplate 
gained at the expense of structural steel, plates and rails. 

In the first half of last year, the rate of operations en- 
abled the industry to earn only 1% on invested capital and 
even this meager showing was made possible only through 
greatly increased efficiency and enforced economies. The 
decline in operations in the second half year resulted in 
losses which more than eradicated the small profit in the 
first six months. From this evidence, it may be deduced 
that the industry requires a rate of operations near 50% of 
rated capacity to enable it to merely break even. 

Since last September, steel operations have risen prac- 
tically without interruption from 19% of capacity to about 
55%, as this is written. Last year, the early months pro- 


duced a similar upturn in production and the question 
naturally arises as to whether the industry will con- 
tinue to follow the pattern of 1934 and be subject to 
a severe decline in operations during the summer and fall 
months. In attempting to answer this question one is com- 
pelled to recognize that the industry is still heavily depend- 
ent upon the automobile industry, a condition which may 
quite conceivably presage the peak of steel operations coinci- 
dent with the peak in the purchase of materials by the auto- 
mobile industry. Thus, if the industry is to hold its recent 
gains a broadening of the demand from other consuming 
outlets is necessary. It is almost hopeless to count on any 
material gain in steel takings by the railroad and public 
utility industries. Building, aside from public works pro- 
jects, seems unlikely to contribute any substantial gain 
in steel orders. 

On the other hand tinplate production should register 
gains in the coming months and the manufacturers of agri- 
cultural equipment have high hopes that the enlarged pur- 
chasing power of the farmer will be reflected in heavier 
purchases of equipment and machinery this year. New 
uses for steel are being constantly developed but they are 
a source for future orders rather than immediate. 

From the foregoing, it is difficult to conclude otherwise 
than the steel industry is unlikely to show anything more 
than modest improvement this year over 1934. Unless 
later developments change the outlook greatly for the bet- 
ter, the present dividend status of the majority of steel 
stocks, with only two or three exceptions, will not be 
altered in favor of shareholders for some months to come. 

























































































Position of Leading Steel Stocks 
rae Earned Per Share Price Range ; c=. 
Company —_-_-——. ——19384. Recent Divi- Yield Market COMMENTS 
— 1933 1934 High Low Price dend % Rating = ; 
‘ 9 Mos, Company is able to show profits on a smaller volume of 
American Rolling Mill........... Nil 0.80 2844 1344 22 C-2 tusiness. Dividends not imminent but shares have 
« long term merit. 

Bethlehem Steel................ Nil Nil 4914 2414 30 C-2 Earnings better last year but oreferred accumulations 
cloud dividend prospects. Shares entitled to specula- 
tive favor. 

i |, nna Nil(a) Nilfa) 3234 1334 17 C-3  Accumuleted dividends on preferred and slow earnings 
recovery cloud dividend prospects for common. 

ey 2) ees Nil Nil(e) 383% 17 22 C-3 Finances satisfactory, but company unlikely to pay 

po rreferred or common divs. pending further recovery. 

Gulf States Steel................ 0.63 Nil 42 154 21 C-3 Shares speculative and no dividends likely for some 
time. 

Sere 0.14 3.10 56 3414 53 1.00 1.9 C-1 Marked earnings Improvement suggest moderate in- 
crease In dividend. Shares one the better steel issues. 

McKeesport Tin Plate........... 6.29 6.00 95% 79 $2 4.00 4.3 A-2 Sustained earning power would permit payment of 
at least an extra dividend. 

a ree ee 1.30 2.80(e) 5814 3414 49 1.00* 2.1 C-1 Excellent earnings record places shares in strong po- 
sition. Furt' er extras likely. 

ps DS a ee Nil Nilfe) 2534 10% 14 C-3 Company has gained a strong trade position but divi- 
dends must await more sustained recovery. 

sO o See rere ee re Nil Nilte) 43 15% 42 C-2 Losses reduced last year. Dividends not imminent 
but shares have speculative appeal. 

U. S. Pipe & Foundry............ Nil 0.25 33 15% 19 0.50 2.6 C-2 Regular dividends declared for full 1935 year. Shares 
offer speculative ind “ 

S|. SR ene Nil Nil(e) 59% 2934 37 C-2 pec do not yet warrant resumption of full divs. 
on preferred. Common has long pull merit. 

i a rn | | Nil(e) 29 11% 20 C-3 _ Losses less last year. Preferred accumulations remove 
common shares from early dividend consideration. 

Youngstown Sheet & Tube....... Nil Nil(e) 3334 125% 19 C-3 Losses substantially lower last year. Finances strong, 
but common dividends not likely this year. 

(a)—Fiscal year ended Sept. 30. (e)—Estimated. ‘*—Plus extras. 
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Current Demand for Automobiles 
Approaches Producing Capacity 


Earnings Depend, Upon Whether Larger 
Volume Can Offset Smaller Profit Margins 


N contrast to the spring of 1934 when many automobile 
manufacturers—Ford excepted—had difficulty getting 
into production because of radical changes in design, 

this year automobile companies have certainly got under 
way with a bang. For the first three months of 1935 an 
output of 1,000,000 units is practically assured, with some 
possibility of its being as much as 1,100,000 units. In the 
first quarter of last year production totalled some 750,000 
units, so that if present prospects are substantiated it means 
that automobile production in the first three months of 
this year will be about 30% better than in the first quarter 
of 1934. Nor, in making the comparison with last year, 
is one going back to a subnormal period, for last year’s 
output of 2,900,000 vehicles represented an increase of 
45% over 1933, which in turn was nearly 39% over the 
low point of 1932. 

Last year, however, taking into consideration the great 
increase in production, was not a particularly good one 
from the profit standpoint. The emphasis on the low- 
priced field became still further accentuated and few in- 
deed were the companies outside of this field that suc- 
ceeded in making money. At the same time, competition 
within the field itself became still more intense. Among 
the three important manufacturers, General Motors, Ford 
and Chrysler, each strove to give more for the money. An 
attempt was made to raise prices to compensate for the 
higher costs of labor and material, but after some months 


sistent refusal to follow the upward revisions of other 
companies. 

Realizing to the full how difficult it is going to be to 
make money under present competitive conditions, all three 
manufacturers have entered 1935 with models but slightly 
different from those that proved so successful in 1934, 
Indeed, some of the high-cost improvements which were 
featured last year have been abandoned, or at least now 
represent an extra charge. Here and there, minor savings 
have been effected by employing less chromium plate and 
such little things as substituting a handsome outside horn 
for a plain black one under the hood. 

Yet, when a public has been continually educated to 
expect “bigger and better” cars every year, such savings 
soon reach their limit and the really important point in 
connection with earnings is whether volume of production 
can offset a meager profit margin. Perhaps it can: for 
there has been an excellent start and on the simple basis 
of supply and demand there is no reason, with a continu- 
ance of the present trend in general business, why output 
in 1935 should not show an improvement over the good 
showing of 1934. 

Unfortunately, the current automobile picture contains 
something else besides supply and demand: it is the possi- 
bility of labor trouble. No one can really know, of course 
until it actually happens whether or not there will be a 
disastrous strike, but at present there are certainly ominous 
























































it was withdrawn, principally because of Ford’s per- rumblings. The recent renewal of the automobile code 
Position of Leading Motor Stocks 
Earned Per Share Price Range 
Company —_—_—. —— 1984. Recent Divi- Yield Market COMMENTS 
1933 19384 High Low Price  dend % Rating 

ENCE skp aKebssbsauuscs secon defa defa 657% 16% 23 a8 pie B-3 Recent showing has not been impressive, tho super- 
charged models this year possibly may win public favor. 

SN bi okesksssbweenseoaess 2.78 2.17b 60% 294% 37 1.00 2.7 B-1 Appears to be retaining well a hard wen position in low- 
priced field. A higher rate, or extras, possible later on. 

eae 1.73 1.99 42 2454 30 1.00 3.3 B-1 May a. more If promise in present demand Is sub- 
stantlated. 

Graham-Paige.................. Nil Nil E 4% 1% 2 B-4 Ultimate outlook somewhat obscure. 

DL ES Foes na cuiokab essences def defE 24% 6% 9 B-8 Trying hard, and with some success, to gatn a foothold 
in the low-priced field. 

Se def def E 1% 1% 2 ee See B-4 Has had many lean years. Prospects are not bright. 

EB o.oo ca cascecsvences def 0.25b 4134 22 36 1.00 3.8 B-2 While current earnings are not large, financial strength 
lends assurance to present dividend. 

MEAG GasGsbeielucssoaaenenn defa defa 32% 125% 15 1.00 6.7 B-2 Enough time has not elapsed as yet to prove either 
success or failure of new low-priced car. 

_. _. FE Sy ga aaa 0.01 def E 65% 234 4 B-3 Introduces new medium-priced model. Outcome 
problematical. 

__ a nee a def def E 6% 2 2 B-4 = Still possesses enviable name, espectally In the truck 
field, but profitable operations still seem a tong way off. 

|. See def def E 9% 1% z B-4 Court has just approved reorganization under Section 
77b of the amended Bankruptcy Act. 

PEEK nts ccbs sc ionseswna def def E 1% 23% 3 B-4 Appears to be making slow progress, but large dividend 
arrears on the preferred obscure outlook for the com- 
mon. 

a—Year to Nov. 30. b—Nine months to Sept. 30. E—Estimated. 
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without difficulty was heartening, but it is to be doubted 
whether all danger has passed, even for this year. 

Such a situation naturally obscures the outlook for auto- 
mobile company profits and consequently, the outlook for 
dividends paid stockholders in automobile companies. 
Nevertheless, looking at the situation as a whole, automo- 
bile dividends in the low-priced field ought to be at least 
as large as in 1934. There are only two companies here 
in which there is a public interest—General Motors and 
Chrysler. Last year the former paid a regular dividend of 
$1 « share with 50 cents extra in September, while the 
latter paying a similar regular rate distributed 25 cents 
extra in June. 


The Smaller Companies 


Omitting the truck companies, the outlook for the rest 
of the automobile companies is not a particularly happy 
one. Some have attempted to offset the effects of the drift 
away from the higher-priced cars by turning out cheaper 
models themselves. Whether or not they will be successful, 
only time can tell. In any event there is not one at the 
present time that can be said to be a live dividend prospect. 

Before passing on to the accessory companies, it is inter- 
esting to note that our export business in automobiles last 
year showed a gain even greater than the domestic market. 
In 1934 about 435,000 American-designed automobiles were 
sold abroad, compared with some 242,000 in the previous 
year. While it is completely illogical to take the attitude 
that a growing export business is, in itself, a good thing, 
(it takes two to make a bargain) it is at least gratifying to 
see that an industry of which we are justly proud is pro- 
ducing a product of such universal desirability. 

Taken as a group, the dividend record of the accessory 


companies last year was better than that of the automobile 
companies proper. Many companies raised their rates 
during the period, while others paid extras. Yet others, 
apparently feeling less confident of the future, contented 
themselves with making irregular disbursements to their 
stockholders from time to time. Throughout the group as 
a whole, however, there was a general disposition to pay 
something wherever possible. While there seems to be a 
general trend on the part of all types of industry to distrib- 
ute a larger proportion of earnings to the owners of the 
business, the automobile accessory companies are to be 
congratulated for leading the movement. Of course, if 
earnings are needed in the business, stockholders have no 
cause for complaint. But such earnings as are withheld 
should be kept in cash or invested in United States Govern- 
ment bonds: there is no excuse for gambling with them in 
an entirely different business. 


The Prospect for the Accessories 


To this, however, the majority of automobile accessory 
companies are not obliged to plead guilty. As has been 
said, they have paid the greater part of their earnings to 
stockkholders and there is no apparent reason why this 
policy should be changed during the present year. With 
prospects that automobile volume will be greater, dividends 
paid by the accessory companies should also show an up- 
ward trend. The great advantage possessed by this group 
is that they are not dependent upon the prosperity of any 
single automobile company, but do well so long as automo- 
bile production as a whole is active. In other words, while 
there is no denying their customers fight over every nickel, 
they certainly do escape part of the fierce competitive blast 
which now rakes the automobile industry proper. 































































































Position of Leading Motor Accessory Stocks 
Earned Per Share Price Range : 
Company —~. — 1934. Recent Divi- Yield Market COMMENTS 
1933 1934 High Low _Price _dend % Rating ee eee: 
DONATE AVIRUON 0666.5 ecccscces 0.59 0.838a 23% 934 14 B-2 Did better in 1934. May possibly pay something this 
r. 

Bohn Aluminum................ 4.24 3.59a 6834 4416 &3 3.00 5.6 B-1 Interesting possibilities in new aluminum process. 

Present dividend appears assured with some chance 
: a — of an extra. 

ee ea 0.84 2.04a 31% 1614 29 1.00* 3.4 B-2 = paid 25 cents extra. May take similar action 
later on. 

Briggs Manufacturing............ 0.82 2.492 2834 12 25 . 50 care B-2 Made special disbursement ef 50 cents at the end of 

Sn ee £ last year. Continues to do well. 

Eaton Manufacturing............ 0.55 1.30a 22% 1214 18 1.00 5.6 B-2 Appears well able to maintain present rate. 

Electric Auto-Lite....... tore tiaras 0.45 1.08a 31% 15 24 oa B-2 A possible candidate for dividend resumption in 1935 

Firestone Tire & Rubber......... Nilb 0.7ib 25% 1314 16 .40 2.5 C-3 Continuance of present conservative dividend seems 

bial reasonably well assured. 

RRO NTICEE Cis) 5. siv:e's. 5-068 0615,0'810:6 Nil 0.48 18 8 10 C-3 Arrears on the preferred need te be liquidated before 

m the common can expect anything. 

Goodyear Tire & Rubber......... Nil Nilc 413% 1814 22 C-3 — arrears on the preferred stock of this company, 
also. 

Houdaille-Hershey “B”.......... def 0.57a 8% 25% 8 B-2 Does better. Begins to liquidate the cumulative ar- 
rears on the ‘‘A” stock, which on Jan. 2, ’35 tetaled 
only $2.3744. 

Mariin-Rockwell................ 0.35 0.82a 32 17 24 2.00 8.3 B-2 Earnings up, but the present liberal dividend is about 
all that can be expected for a time. 

ONE PROCS 6 io io sis o's 005 wise def 1.292 4434 154% 23 B-2 Possibly may pay something this year. 

NE WRG 8 cise icticncoraws 0.14 0.72a 16% 65% 9 B-2 Improvement in earnings and outleck make company 
a candidate for dividend resumption. 

i Ri Rees 0.07a 11% 3% 6 Sais sighs B-3 _Outlook now more hopeful. 

Raybestos-Manhattan........... 1.07 1.39a 23 14% 20 1.00 5.0 B-2 Present conservative dividend appears to be well 
within the capacity of the company to maintain. 

PROWATT WHINE .ocscccccsccccs.. CE 0.45a 105 41 7 B-3 Now In the “black,” but dividends do not appear a 
near-term prospect. 

Timken Roller Bearing........... 0.90 1.2442 41 24 33 1.00 3.0 B-1 Paid 25 cents extra In December. May make similar 
distribution soon. 

Trico Products “unrestricted’”’.... 3.78 3.88a 42% 33 36 2.50 7.0 B-1 Seems well able to maintain current dividend of $2.50. 

Se eae Nilc 24 11 13 C-3 Dividends on the preferred must be reinstated before 
the common receives anything. 

a—Nine months to Sept. 30. b—Year to Oct. 31. c—Six months to June 30. ‘*—Plusrecent extra. {—Paid last quarter: no regular rate. 
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Precious Metals Favored 


Copper, Lead and Zinc Lag Behind 


ducers of gold and silver and other non-ferrous 

metals. While, on the whole, it may be said that 
it was a better year for the industry, the degree of im- 
provement was neither uniform nor of a nature to con- 
vince one that it definitely marks the beginning of a pro- 
longed recovery. 

The gold and silver producers, of course, turned in the 
best earnings performances, for they were the recipients of 
the juiciest political plums. The Government became 
the sole purchaser of gold and the statuatory price was 
raised to $35 an ounce, as compared with the previous world 
price of $20.67 an ounce. For silver, the Government 
fixed the price at 644 cents an ounce and later nationalized 
the metal. 

Copper was in the unusual position of being quoted at 
three different prices during the past year. Copper pro- 
duced under a code, and known as Blue Eagle copper, had 
one price, for non-Blue Eagle copper there was another, and 
still another for export copper. 

Lead and zinc were the least favored of the non-ferrous 
metals. Production of both metals outran consumption, 


r | ‘HE past year has been a momentuous one for the pro- 


with the result that stocks on hand at the end of the year 
were larger than on January 1, 1934. Reflecting this con- 
dition and restricted demand prices were lower at the end 
than at the beginning of the year. 

Companies engaged in refining and smelting operations 
shared in the higher prices for precious metals, not only 
through the output of these metals from their own mines, 
but through increased charges on ores treated for others on 
a custom or toll basis. 

As the industry as a whole begins 1935, dividend pros- 
pects are not particularly inspiring. The principal gold 
mining companies are likely to continue their policy of 
paying liberal extras, despite the tendency to work lower 
grade ores. Silver and smelting and refining companies 
should also make a comparably good showing. The domes- 
tic copper companies, on the other hand, although favored 
by the moderately improved statistical position of the in- 
dustry, will continue handicapped by excessive stocks and 
restricted demand. Pending a sufficient revival in demand 
to correct the unfavorable statistical position of the metals, 
lead and zinc companies are unlikely to show more than 
the minimum improvement experienced to date. 








Position of Leading Mining and Metal Stocks 








Earned Per Share Price Range 
Company mnsaas aes 





1934——._ Recent 


COMMENTS 
Rating -. 


Divi- Yield 
dend % 





Alaska Juneau.................. 1.00bd 1.20(e) 28% 165% 17 


| 1933 1934 High Low Price 


Last year probably best in company’s history. Poli 
of paying extras likely to be continued. 


0.60* 3.5 A-2 








C-2 Shares have speculative merit but dividends rather 

















Aluminum Co. of America........ Nil‘ Nil(e) 8534 +43 45 
ae remote. 
American Metal Co.............. Nil Nil(e) 2754 12% 16 C-3 _ Restricted earnings preclude dividends in near future. 
Amer. Smelting & Refining....... 0.77 1.50(e) 51144 3014 35 C-2 Payments being made against arrears on 2nd Pfd. 
shares, enhance dividend prospects for common. 
|. a eee Nil 0.25(e) 1734 10 1014 C-3 Loans reduced and cash higher. Dividends rather 
remote. 
2.00(e) 4414 3014 40 2.00 5.0 C-2 Large cash resources permit company to disburse 


generous dividends. 








| 
} 
| 
| 
Cerro de Pasco................. Nil 
| 
| 


J eee 3.83bd 4.40(e) 4614 32 36 2.00* 5.5 C-2 Earnings support continued liberal dividend policy. 
9 Mos. Earnings prospect uninsviring. Shares have little 
TS cei A DS 55 Sold chs aSicie 1.19bd_ Nil 13% 4 6 C-3 __ speculative value. 





12.00* 3.5 A-1 














| Homestake..................... 19.94  36.00(e) 480% 310 345 One of world’s most prolific gold mining properties. 
| Large earnings indicate further extras. 
| La ee eee. 1.75bd 3.57bd 5714 3514 45 3.00 6.6 C-1 No change in dividend rate imminent, shares have 
| merit for income purposes. 

Hudson Bay Min. & Smelt....... 0.3ibd 0.50(e) 15% 834 12 C-3 ad cost nag producer. Shares in long pull specu- 

ative position. 

International Nickel............. 0.53 1.20(e) 2914 21 23 0.60 2.6 B-1 ——— copper prices would permit larger dividend 
this year. 
| Kennecott Copper............... 0.2ibd 0.50(e) 23% 16 17 0.60 3.5 C-2 Company’s strong trade and financial position lends 


speculative attraction. Dividends somewhat uncertain. 





Lake Shore Mines............... 5.07bd 6.00(e) 6014 41% 50 


Important gold producer. Likely to continue policy 
of paying extras. 


2.00* 4.0 A-1 








9 Mos. Payment of dividends out of surplus tends to place 
a Oe 0.0ibd 1.24bd 2314 151% 20 2.00 10.0 C-3 _ present rate in uncertain light. 
McIntyre Porcupine............. A4.Gibd 5.00(e) 504% 3814 38 2.00 5.2 A-2 Probable earnings suggest an increase in present 


dividend, or an extra payment. 





9 Mos. 
Noranda Mines................. 2.16bd 1.83bd 46% 3014 33 


No change in present dividend pending clarification of 


2.00 6.0 C-2 1935 copper prospects. 





Pielgsetge................... MD 0.50(e) 18% 1344 14 


Further special dividends will depend on copper sales 
0.26 1.7 C-2 and prices this year. 





ON DS eee 


0.06bd 0.50(e) 27% 1514 154 


(N R) Company owns valuable properties but further recovery 
0.40 2.5 C-2 likely to be slow. No change in dividend. 








ae 11 Mos. Any increase in present regular and extra payments 
U. S. Smelt., Ref. & Mining Co... 6.68 7.96 141 965g 110 9.00(P) 8.1 C-2 must await further earnings rise. 
IEE EIIID och 610s 0 5.50000 Nil Nil 3134 14 18 C-3 Shares essentially along term speculation. Dividends 


rather distant. 








A—Year ended Mar. 31,1934. bd—Before depletion. (e)—Estimated. 
last payment $3. 





*—Plus extras. N R— Last Payment; no regular rate. P—Paid last year; 
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Position of Leading Chemical Stocks 








~ Earned Per —e a 






















































































Company 34——— Recent Divi- Yield Market COMMENTS 
1933 1934 High Low Price dend % Rating 
9 Mos. Sustained earnings and strong finances support liberal 
Pg ee er 3.80 3.66 113 9134 111 3.00* 2.7 A-1 dividend policy. 

Allied Chemie! . .........54 0.000000 5.50 7.50(e) 16034 115% 136 6.00 4.4 A-1 No early change in present dividend rate indicated. 
American Agri. Chemical......... 4.19(a) .... 48 25% 55 2.00 3.6 B-2 Prospects suggest continued good earnings, for divi- 
a dend maintenance. 

9 Mos. 0.10 Full year results should be on a par with 33. May 
American Cyanamid “B” ... 0.99 0.62 2214 1454 17 (N. R.) 0.58 A-2 establish 40-cent dividend 
pc St 0.77 2.49 55% 3544 38 2.00 5.2 A-2 Shares return good yield, well supported by earnings 
and prospects. 
: 9 Mos. Earnings have shown marked recovery and warrant 
Columbian Carbon.............. 2.17 3.09 774 58 68 4.00 6.0 A-1 conionsd liberal dividends. 
Commercial Solvents............ 0.88 0.90(e) 3634 1534 21 0.60 2.9 A-2 Present dividend likely to continue unchanged fer the 
next six months. 
Du Pont de Nemours............ 3.00 3.66 103% 80 94 2.60* 2.7 A-1 Extras likely to be forthcoming, as earnings warrant. 
Eastman Kodak................. 4.76 6.00(e) 1164 79 113 4.00* 3.5 A-1 —_ Expansion into new fields holds censiderable promise. 
Dividends assured. 
DROREE IIB. non occ ccscnes 3.14bd 1.76(e) 50% 21% 21 1.00 4.8 B-3 Operating difficulties accompanied by lower sales and 
earnings force dividend reduction. 
TECRCINES OWNER cocci ccc ccscces Se 3.94 8154 59 75 3.00* 4.0 A-1 pom nd extras to be made contingent upon current 
earnings. 
7 9 Mos. Earnings moderately lower but dividend reasonably 
BENSPGOR ATA 0... 5.5 05500-00050 eee 0.93 4034 2314 28 1.50 5.3 A-2 _ secure. 
Monsanto Chemical............. 2.57 3.00(e) 615% 39 57 1.00* > IE A-1 Comnany continues to widen its diversity of products - 
Additional extras probable. 
9 Mos. Margin of earnings protection not wide but dividend 
Texas Gulf Sulphur............. 2.98bd 2.07 4314 30 34 2.00 6.0 B-2 probably secure for the present. 
’ 9 Mos. Earnings well in excess of present dividend and out- 
Union Carbide & Carbon......... 1.59 1.51 507% 36% 46 1.40 3.4 A-1 look favors further expansion. 
| aaa 1.39 3.50(e) 50°<¢ 35 47 2.40 5.1 A-2 Earnings last year close to record high. Dividend 
ee s secure; extras possible. 
U. S. Industrial Alcohol.......... 3.56 4.00(e) 64%, 32 37 B-2 Earnings and finances would justify dividend vay- 
eee 2 PS: ae _ments, in near future. 
Westvaco Chlorine......... 1.09 1.50(e) 2714 14% 20 0.40 2.0 A-2 Heavy sinking fund requirements may defer any 





_early uf upward revision in present dividend. 





(a)—Year ended June 38, 1934. 


*—Plus extras. (N.R.) No regular rate—last payment. 


(e)—Estimated. bd—Before depletion. 

















Position of Leading Petroleum Stocks 





~ Earned Per snare Price Range 
“ 4 












































































































































Company - ~ ———1934——. Recent Divi- Yield Market COMMENTS 
__ 1933 1934 High Low Price dend % Rating i 
9 Mos. Continued good earnings contingent on prices of crude 
Amerada Corp.................. 0.50 1.88 555 39 £53 2.00 3.7 C-2 oil. No dividend change indicated. 
AGantic ReMning.... 6.6.5 0s 600s 2.46 2.07 3544 2114 25 1.00 4.0 C-1 Earnings depend heavily on gasoline prices. Divi- 
4 i dends secure. 
Consolidated Oil................ Nil 0.10(e) 14% 74 Ws 0.28 3.5 C-3 Dividends being paid out of surplus. Declining gaso~ 
ee Perse 7 = a ; ___line prices restricted profits. Shares speculative. 
9 Mos. Funded debt retired; shares now have full equity. 
continental O2.. Aabiioe ids 0.18 0.94 2234 1534 18 0.50 2.8 C-2 Dividends safe. 
RIN aad) 2 sss dwcsndaceee ee Nil 2.00(e) 7634 493; 57 C-2 Shares have speculative possibilities, although divi- 
Farina Sets - A — 2. Or i Baie? - ras bia Ss aaa Se dend payments not i 
MOMEISIUINS DUD ooo ds Secs, is: 4:8 6 eaten ete 2.33 2.50(e) 4814 3314 46 1.00 et C-1 All funded debt retired. Could pay a higher dividend. 
po ea a ers . a a Ie _ Shares have investment qualities. 
| 9 Mos. Shares speculative but modest capitalization would 
| Mid-Continent Pet. . Paiste 0.80 143; 916 12 0.50 4.1 C-3 _ permit good earnings under stable conditions. 
| 9 Mos. Large producer of crude, resulting in a considerable 
Ohio Oil..... Raeieais wees one Nil 0.39 15% 84 10 0.60 6.0 C-3 __ speculative factor in earnings. 
9 Mos. Financially strong and well integrated unit. Dividends 
Phillips Petroleum . 7 __ 0.36 1.01 2034 13364 16 1.00 6.2 C-2 _ subject to continued stability of industry. 
| 3 2D. SEES een, eae Nil Nil(e) 14% 614 7 Cos ~~ Accumulated dividends on preferred shares place 
| ia oeeieee ¢ common in rather obscure position. 
| ly nr 0.81 Sriex 3914 2854 32 1.357/1 4.2 C-1 One of world’s leading oil units. Earnings may have 
ene = os ____ been adversely affected by depreciated currencies. 
9 Mos. Sheres speculative but dividends reasonably secure 
Seaboard Oil of Del. og aeceis 0 0.86 38%, 20%, 23 1.00* 4.3 C-2 with maintenance of crude prices. 
| OTA arn 1) Nil(e) 11% 6 7 C-3 Funded debt sharply reduced but earnings do not 
seg a Ae jee ot geal _____ presage early retirement of oreferred arrears. 
Socony-Vacuum................. 0.73 1.00(e) 197, 12!. 14 0.60 4.3 C-1 Earnings last year would have been ketter but for 
i line price wars. Dividend safe. 
| 9 Mos. Dividend secure but no change imminent. Shares 
| Standard Oil of California... 0.58 1.01 42% 265 30 1.00 8.3 C-1 _ have investment and speculative appeal. 
| Standard Oil of Indiana.......... 1.14 1.00(e) 32%, 2314 25 1.00 4.0 C-1 Earnings restricted by high crude and !ow gasoline 
| = 5 prices, but dividends appear secure. 
| Standard Oil (New Jersey)....... 0.97 1.25(e) 50% 3914 42 1.25* 3.0 C-1 Investment issue. Dividends protected by impreg- 
es a oe ee ee Oe nable finances. Further extras possible. 
RNRORNN os eat Anis Seo Bid: 4.0 svera be 3.87 3.22 744 5114 66 1.00f 1.5 C-1 One of the more successful oil companies. Extra 
| ee oe ____ dividend prospects offset low yield. 
| PEI inte dasa aS x55 heeas Nil 0.75(e) 293¢ 1954 20 1.00 5.0 C-1 Thoroughly integrated and financially strong unit. 
, ee Seta teas Fp No dividend change indicated. 
| 9 Mos. Although common dividends not an early prospect 
| Tide Water Associated... osese es O61 0.31 1434 s§ 9 ae ose C-3 shares have speculative promise. 
| Union Oil of California 0.45 0.50(e) 2014 11144 15 1.00 6.6 C-2 Dividends not covered by earnings but strong financial 
| Sete position assures continued payments. 
(e) Estimated. + Including extras. t—Plus 9% in stock, 1934. 
| 
| 
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Position of Leading Food Stocks 
Earned Per Share Price Range 
Company Type of ——————. —— 1934. Recent Divi- Yield Market COMMENTS 
Business 1933 1934 High Low Price dend % Rating 
EER T eT Meats 0.38a 0.81a 634 3% 5 C-3 Hardly a near-term dividend prospect. 
Beatrice Creamery....Dairy Prod. Nil b 1.04c 1934 104 17 ee ve B-2 May possibly pay something before the end of the year. 
Beech-Nut Pg..... Package Foods 4.12 3.80 7654 58 73 3.00* 4.1 B-2 Rich company. May pay further extras. 
ID inn no ae Dairy Products 1.06 NF 2814 19% 24 1.60 6.7 B-2 Present dividend seems reasonably well assured. 
Cal. Packing............ Canning 4.28b NF 4434 1834 38 1.50 4.0 B-2 Might pay more. 
SS S -_ are Baking Nil Nil 1454 5% 6 ne scrote C-3 Arrears on the preferred still to be liquidated. 
Corn Products.......Starch, Syrup 3.87 3.40E 8414 5516 64 3.00 4.7 B-2 No near-term change In present rate expected 
Cudahy Pak... . Meats, Specialties 2.64a $8.56a 625% 37 42 2.50 6.0 C-2 Likely to continue paying at the present rate. 
Gen’l Baking............. Baking 0.84 0.78 14% 6% 8 St) ) PS C-3 Dividend not wholly safe. 
Gen’l Foods.......Package Foods 2.10 2.30E 36% 28 34 1.80 6.7 B-2 Seems well able to maintain present dividend. 
Gen’! Mills..........Flours, Feed 4.18d 3.56d 641% 51 62 3.00 4.8 B-2 No change in distribution to stockholders anticipated. 
Hershey Choc..... Chocolate, etc. 4.06 5.30E 7334 4816 78 3.00 3. B-2 Company has liberal record. May pay more. 
9 Mos. Present dividend seems reasonably wel! assured. 
Loose-Wiles.............. Baking 2.74 1.64 4434 334 34 2.00 5.9 C-2 
9 Mos. Has had labor trouble. Dividend not perhaps wholly 
OS eee Baking 2.11 1.21 494 25% 28 2.00 7.1 C-2 safe. 
6 Mos. Probably will be able to maintain present rate. 
OS Ae ee Dairy Prod. 1.01 0.58 1834 13 15 1.20 8.0 B-2 
Penick & Ford......Starch, Syrup 3.70 2.90E 67 4456 65 3.00* 4.6 B-2 Has done well over the past few years. Dividend 
should be maintained. 
Purity Bakeries........... Baking 0.96 0.13e 1934 8364 9 1.00 11.1 C-3 Current payment does not appear safe. 
Standard Brands...Package Foods 1.12 1.06 2514 17% 17 1.00 5.9 B-2 _No change in dividend expected. | 
aS 2 Meats 1.75a 1.97a 2034 13% 18 0.50* 2.8 C-2 Appears well able to maintain present conservative 
____Fate. Might pay further extras, 
United Sr Baking 2.03 2.00E 29% 21% 24 1.60 6.7 C-2 __ Dividend should be maint ained. 
Ward Baking “‘A”’.........Baking Nil Nil 12 5 5 C-3 _ Arrears on the preferred still to be liquidated. 
—————————————————— | 
a—Year ended Oct. 31. b—Year to Feb. 28, 1934. c—9 months to Nov. 30. d—Year to May 31. e—46 weeks to Oct.6. NF—Notavailable- | 
E—Estimated. *—Recent extra paid. {—Paid last quarter. 














Distribution of Public Funds Helps 
Retail Trade 


Though the Immediate Outlook Con- 
tinues Bright, Such a Base Is Not Secure 


brightest spot in the business picture during 1934. 

The huge distributions of public money in the form 
of direct relief, public works, and the processing taxes on 
basic agricultural products, could not have failed to have 
the effect that they actually had. Christmas trade through- 
out the country was particularly good. 

As a result of these conditions, it is not surprising to find 
that stockholders benefited in a number of instances from 
increased dividends, or from extras. But were these not 
perhaps a little disappointing in view of the underlying cir- 
cumstances? After all, the increased dividends and ex- 
tras were by no means universal. There were, for example, 
very few chain grocery stores that paid more to stock- 
holders in 1934 than was paid in 1933; the five-and-tens 
made no particularly brilliant showing; and the important 
mail orders, while they did a great deal better in 1934 than 
in 1933, have not yet reached the point where they can pay 
dividends to common stockholders. In other words, profits 
and dividends from retail trade failed to come up to what 
might have been expected of them. 

This, it would seem, can be attributed to a number of 
causes. Among them, is the increased expense of doing 


' | ‘AKEN as a whole, retail trade probably was the 


business: higher wages, shorter hours, increased cost of re- 
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pairs and maintenance and above all the higher taxes that 
are being levied almost everywhere. Also, there are prob- 
ably cases of companies figuring their 1933 profits on the 
basis of a low-cost inventory and have made a disappoint- 
ing showing in 1934 because of the higher cost at which 
they have been obliged to carry this item. This is to say 
that “inventory profits’, much talked of in 1933, are be- 
ginning to prove the delusion that they actually are. 

The outlook for the merchandising companies for the 
coming year is similar to that which existed at the begin- 
ning of 1934. The Government proposes to continue dis- 
tributing a flood of public money, by one means or an- 
other. Moreover, the flood shows every sign of being 
greater than it was in 1934. Even if there were no pros- 
pects of some spontaneous improvement in general business 
conditions—which, of course, is by no means true—retail 
trade will receive a powerful stimulus from these distribu- 
tions. 

At the same time, there is no indication that the fac- 
tors which made it comparatively hard last year to translate 
activity into profits will be any less potent during 1935. 
On the contrary, these unfavorable factors making for 
higher costs are likely to gain in intensity. There may be 
little prospect of a rise in the Federal tax rates, but this 
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does not prevent local, county and state taxes from going 


So far as profits from retailing are concerned, therefore, 

































































































































































up. Nor does it prevent a more widespread adoption of it is a question whether the favorable fundamentals will 
the chain store tax, whereby the tax per store rises as the _ be sufficiently strong to offset the clearly defined unfavor- 
number of stores increases. Also, the sales tax appears to _—_ able influences in the situation. Hazarding an opinion, we 
be gaining in popularity and such a tax not only has a would say that the favorable will be slightly the stronger 
tendency to reduce the actual volume of trade, but lucky and, therefore, that the dividends that stockholders are to 
indeed will be the retailer who succeeds in passing it, in its | derive from the retailing field should tend upwards rather 
as entirety, along to the consumer. than the reverse. 
ar. 
5 | 
. . e . e 
= | Position of Leading Merchandising Stocks 
_ EB | ce Sk, es GG a Oe 
=e j | Earned Per Share Price Range 
Company —_———_—. ——1934——. Recent Divi- Yield Market COMMENTS 
oo | 1933 1934 High Low Price dend % Rating 
d. | EMIS. oc ods se cese se pees 2.338a 1.17% 40 26 35 0.50t A-2 A continuance of the last quarterly disbursement is a 
= | reasonable expectaticn. 
First National Stores 4.97g 2.35j 6914 53 48 2.50 5.2 B-1 Present conservative dividend seems well within the 
™ | company’s capacity to maintain. 
y 
a NET TN hs acs occ cee 2 hes 2.80a 0.55c 405, 28 30 1.00 $:3 A-2 _Last half of the year should prove to have been better 
| than the first. Might pay extra. 
| 
d | | Great Atlantic & Pacific Tea...... 8.94h NF 150 122 127 7.00t 5.6 B-1 Likely to be no change in the regular rate and cus- 
| | tomary extras. 
a | Jewel Tea..... 3.25 4.61 571% 33 55 3.00* 5.5 B-2 Regular rate seems assured. Might pay another 
| extra towards the end of the year. 
8 | RNG TEs Cee ak ba ceedeerceanees 1.51 1.75 2234 1334 20 0.25t B-2 Paid 20 cents previous quarter; not likely to raise the 
a rate again for a time. 
| MONG IEC och sass eveee sana s 4.23 4.76 6514 36 60 1.00* Ee B-1 Extras in proportion to earnings can be expected. 
: | Kroger Grocery & Baking........ 2.51 1.27% 335 2314 25 1.60 6.4 B-2 Present dividend likely to be maintained. 
| POG ge ois 055k 0d 6 cia 0 swore, 2.022 NF 621% 3514 39 2.00 5.1 A-1 Should maintain present regular rate, but more not 
| over-likely. 
— | 
| May Dept. Stores............... 2.362 NF 4534 30 41 1.60 3.9 A-1 Earnings warrant a higher rate, or the payment of an 
extra. 
t 9 Mos. 
Marshall Field.............. Nil def 1954 834 9 A-3 May be some time before dividends are reinstated. 
Montgomery Ward.............. 0.18a 2.00bE 355, 20 26 B-2 Back dividends on the ‘“‘A” being liquidated. 
6 Mos. Further substantial extras can be expected if earnings 
yo AS a 5.51 2.59 744 614% 66 0.50;* A-1 hold. 
6 Mos. 
Safeway Stores... 5.0005 c0scess 3.76 1.61 57 3814 39 3.00 7.8 B-2 Present dividend reasonably well assured. 
Beers, ROCWMEE .. .ccccecsscccces 2.35a 1.42) 61144 31 35 B-1 Will probably improve further working capital position 
| before making payments on the common. 
| Woolworth, BF. Ween cca scceccess 2.96 3.31 5514 414% 54 2.40 4.4 B-1 A candidate for extras during 1935. 
| :  a—Year to Jan. 31, ’34 b—Year to Jan. 31,’35. c—Six months to July 31. f—Six months to Sept. 30. ” g—Year to Mar. 31,’34. h—Year to 
Feb. 28, 34. j—28 weeks to July 14. k—24 weeks to June 16. 1—24 weeks to July 16. N F—Not available. {—Paid last quarter. {—Includes 
| extras. *—Plus recent extra. 
| 
ead Position of Leading Building Stocks 
rob- — Earned Per Share Price Range 
the | Company tO - +193 Recent  Divi- Yield Market COMMENTS 
: | 1933 1934 High Low Price dend % Rating 
eet | Alpha Portland Cement.......... def defE 20% 11% 18 0.25t B-2 Ontook brighter, may continue distributing 25 cents 
nic | quarterly. PAR ES Se Se 
4 Am. Radiator & Std. San......... def NF 175% 10 14 B-2 Strong company, but dividends are hardly a near-term 
Say prospect. 
be- | General Asphalt................. def 0.02a 23% 12 16 B-3 Prospects have improved, although it is doubtful 
| whether the company will be able to pay anything this 
= year. 
the | RP MIOTIT PIPISO 06.56.45 ois onesie aes 0.17 NF 101% 5 7 B-3 _ Dividends appear remote. _ eee 
sin- Holland Furnace................ def b NF 104% 434 7 B-3 Would benefit from a pick-up in residential construc- 
Ag | tion this Spring. 
Jis- | 9 Mos. Current outlook favors a continuance of at least 25 
an- | International Cement............ def 0.85 3734 1834 28 0.25+ B-2 cents quarterly. 
. | 9 Mos. Common is In line for dividends now that arrears on 
Ing |  Johns-Manville...............5. Nil 0.26 66 34 39 50 B-2 __ the preferred have been liquidated. 
‘OS- | Lehigh Portland Cement......... def Nil E 20 11 14 B-2 = Arrears on the preferred still tobe paid. __ 
Ae | Has done well: will doubtless pay further extras if 
less | Minn.-Honneywell Reg........... 3.77 4.69 65 36 61 3.00* 4.9 B-1 __ business holds up. 
rail | Penn-Dixie Cement............. def def E 134 2% 4 oe ae B-3 Arrears on the preferred total some $37. 
yu- | Sherwin-Williams............... 3.64c 5.31c 90% 471\¢ 85 3.00 3.5 B-1 Earnings have recovered remarkably. May pay more. 
6 Mos. Regular dividend seems well assured, but further ex- 
| CRS eee eee 1.00 0.73 5114 3414 47 1.00* 2.1 B-1 tras depend upon the course of business. 
ac’ | J i. eae 0.07 def E 221% 14 23 0.60 a:7 B-2 = Strong financially. The reduction of losses betters 
te | the outlook for maintaining current dividend. 
55 | a—1i2 months to Sept. 30. b—Year to March 31, 1934. c—Year to Aug. 31. E—Estimated. N F—Not available. *—Recent extra paid. {—Paid 
Ve | last quarter. 
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Burdens 


Sugar Struggles Under Numerous 


Tariffs, Quotas, Plans and Agreements Ham- 


per World Progress as Consumption Declines 


HO has the most exacting 
sweet tooth of all the peoples 
of the world? Hawaii. And 

what people in the world do with 
almost no sugar at all? The Chinese. 
Is there an answer in the dietitian’s 
encyclopedia covering the differences 
in appetites of the various nationalities 
for sugar? The Hawaiians use some- 
thing like 200 pounds of sugar per 
person each year, almost two pounds 
for one against the next heartiest con- 
sumer, Denmark, where each Dane 
consumes about 118 pounds; Aus- 
tralians account for 110 pounds; New 
Zealanders for 100 pounds; Great 
Britain, 100 to 105 pounds; and our 
own countrymen for about the same; 
while the Chinese, with a diet of rice, 
soy beans and very little meat of any 
kind, gets along with less than 5 
pounds for a whole year. Apparently, 
one of the opportunities to improve 
world trade generally would be to edu- 
cate the Chinese people to like and use 
sugar in some such way as they were 
taught to use kerosene. Four hundred 
and sixty million potential consumers 
of sugar, to the great majority of whom 
sweets of any kind must be utterly 
unknown. We are learning an un- 
believable lot about restriction in this 
and that. What about expansion? 
And speaking of restrictions, it 
seems fairly safe to say that no article 
of universal diet, not even wheat, goes 
into commerce under a greater burden 
of regulations, tariffs, quotas, plans 
and agreements, than does sugar. 
Without going back too far 


By C. S. Burton 


the war and a little later prohibition 
impinged upon the sugar industry with 
almost incredible force. 

Beet sugar production of Continen- 
tal Europe came not to a complete 
standstill but did drop off about two 
thirds from 7,900,000 tons in 1914 to 
2,500,000 tons in 1919. Sugar took 
off from its runway and zoomed up and 
up. Cuba undertook to care for the 
world’s sweet tooth. New and more 
productive varieties of sugar cane were 
bred and cross bred, and tonnage 
mounted. During the years of the war, 
prices were fixed for the Cuban output, 
but when the war was over and the 
restrictions removed prices shot up 
again. Peoples of the world were 
starved for sugar. 


Regulation That Did Not Regulate 


To look back a decade and a half 
seems now to go back almost a lifetime, 
but commodities were in a jam in 1920. 
We had a depression then, a terrific 
decline in commodity prices from war 
time price levels. The price of raw 
sugar had been fixed in the United 
States at 9 cents per pound; it sky- 
rocketed to 22Y% cents when the limit 
was cancelled. Facing accumulated 
stocks, pressing for sale “at the market” 
the price slid down and down to 3% 
cents by the end of 1920, cost and 
freight New York. 

The desire for self sufficiency im- 
pelled the European countries to build 
up their production of beet sugar. 


Tariff walls were erected, meant to be 
too high for any foreign sugar to climb 
over. The entire decade of the 20's 
was one of increasing aggravation in 
the sugar industry. 

The climax in the present chapter 
was the Chadbourne plan, so-called 
from the New York lawyer who en- 
deavored to work some order out of 
the then existing chaos. Cuba had a 
crop of 5,156,000 tons in the crop year 
1928-29 (the sugar crop year begins 
September 1) and it appeared that un- 
less some general agreement among the 
principal world producers could be 
worked out, the whole industry would 
suffer. 

The parties to the Chadbourne plan 
who signed after months of negotiation 
were Czechoslovakia, Germany, Po- 
land, Belgium and Hungary, all beet 
sugar exporters, and Cuba and Java 
growers of cane. These signers ac- 
count for something like seven-eighths 
of the possible world export supply. 

There is no space here to tell the 
long story of what happened to our 
own country’s heavy investments in the 
sugar industry of Cuba. Many millions 
of dollars had to be written off as the 
price dropped and dropped and inves: 


tors in sugar company securities reaped 


profits for some and heavy losses for 
others. In the latter part of 1932 raw 
sugar, without duty, sold in New York 
at 0.57 cents per pound, 3.626 cents 
per pound, duty paid. The competi- 
tion for the huge market of our country 
is so keen that apparently costs are at 

times left quite out of account. 





into history we may say that 
the current chapter began 
with the conditions brought 
about by the World War. 


| 
was | 
| 
| 


Table I 


Cents per Pound 


World production 1929-30 1930-31 1931-32 Average 

running around 18,400,000 Beet Sugar........ 4.596 4.479 4.198 4.424 
: ye st | 

pounds in 1914 and although | Cane Sugar....... 3.083 2.984 2.696 2.921 


consumption was expanding 





stocks were piling up when 


The report of the Tariff Com- 
mission made just a year ago 
says, “Thus, while the three 
year average cost of producing 
96% raw sugar in Cuba, plus 
transportation to Atlantic and 
Gulf seaboard refineries was 
1.923 cents per pound, the 
average cost and freight price 
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at New York was only 
0.925 cent per pound 
in 1932 and 1.208 cents 
per pound in 1933”. 
These price fluctu- 
ations evidence a mar- 
ket in which a long 
pull trader can get 
plenty of action to 
satisfy even a_ keen 
speculative appetite. 
Normally, the con- 





passed in May, 1934, 





Limits of U. S. Importations 


| For domestic beet sugar the allotment is................ 1,550,000 
For domestic cane sugar the allotment is............... 260,000 
SEN IE ok. cin kc ob ah ucb aes Sas wet. MET RS 1,857,022 

I ois 6 os ode correo ase ova reek insen 918,352 

| I so 08 av aiadna Seo SN Bec eae FMS 779,420 
MI gtk seo vis o's strnneia oo pas ewan aim iehek ee 893,884 
PRIN 2 sacha ie: 3 4, AS oss, Sw Bae CRP OR Wd So eT 5,341 
Wee Re EN ss 5b S-sd bo he hreus Basics He sweaes ets 16,639 


Table I]—Quotas of Sugar Production or 





sumption of sugar in 
this country has shown 
a marked tendency 
toward per capita in- 


allott 





I ae mae 


This final item is meticulously apportioned among 28 countries in pounds 
— from 4,406,150 allotted to the Dominican Republic to 4,000,000 pounds 
to the Dutch West Indies. 


effective June 8, 1934, 
whereby both sugar 
cane and sugar beets 
are declared to be basic 
agricultural commodi- 
ties and as such to 
come under the Agri- 
cultural Adjustment 
Act, giving the Secre- 
tary of Agriculture 
power to fix quotas of 
production and impor- 
tation. The Act puts 
into effect a tight con- 
trol of the entire sugar 
industry as far as the 


short tons 











crease, but this has 
checked a bit as the 
depression has compelled economies in 
diet. 

We get our sugar from three sources: 
(1) Our own beet sugar growth and 
a smaller amount of cane sugar grown 
mostly in Louisiana, the two running 
from 1,130,000 short tons per annum 
in the period 1922-26 to 1,447,000 tons 
in 1931, roughly 23% of our total 
consumption. Domestic beet sugar is 
a sheltered industry always on the 
defensive and always clamoring for 
more shelter. Our present tariff sched- 
ules are designed to keep the beet sugar 
industry in our Southwest alive, as 
may be seen from the comparative 
costs of beet sugar and cane sugar 
delivered to market. 

Our insular possessions—Hawaiil, 
Puerto Rico, and the Philippines—send 
us sugar duty free and make up our 
second source of supply, while we de- 


annual export quotas. Local consump- 
tion was not considered in any way and 
Cuban exports to the United States 
were also left outside the plan. 

The real object of the Plan was the 
liquidation of then existing surpluses 
through the limitation of production to 
such an amount as would permit or re- 
quire the marketing of 20% of the sur- 
plus without exceeding the quota es- 
tablished. The operation of the plan 
being delegated to an International Su- 
gar Council, which body is still in ex- 
istence, holding its regular meeting in 
Brussels in July, last. As by its terms 
the Chadbourne Plan ends in 1935, 
there has been some little discussion as 
to what kind of regulation, if any, 
might follow it. Up to the present time 
there has been no definite action taken 
due perhaps to our own changed atti- 
tude. 


requirements of the 
United States are concerned. 

The quotas for the coming year have 
just been announced and are shown in 
table II. The estimated total for the 
United States is 6,359,261 short tons, 
a reduction of about 117,000 tons as 
compared with last year. 

The total consumption of sugar in 
the United States and the pertinent 
figures are shown in the table. 

The records of consumption of sugar 
in the United States go back 112 years 
and show an average yearly increase of 
4.775%. A fairly good index of the 
growth of population. 

While the tariff on sugar is an im- 
portant source of national revenue, we 
have desired to improve conditions in 
Cuba and as a matter of fact have suc- 
ceeded in no small degree. In Septem- 
ber the duty on Cuban raw sugar was 
reduced to 0.90 cent a pound from 











pend upon Cuba for the balance, Looking at the world position in sue 1.50 cents per pound and by reason of 
ordinarily about our new Trade 
50%. —= _ —— Treaty, our im- 
The pulling and | ports into Cuba, 
hauling, the desire | U. S. Consumption of Sugar | especially lard, 
to get rid of the | | have climbed up 
ilippi that | Cents per Lb. : 
Philippines, ” Raw Sugar Pounds High — Low Tariff | and baad Full duty 
Cuban sugar cen- LongTons Per Capita Duty Paid N.Y. Average Cuba | raw sugar, if any 
trals, owned by Bs oii 00554 5,510,060 107.50 4.840—3.710 4.334 1.600 were imported, 
our own people, WEG fxaysceays 5,671,335 109.30 5.150—3. 960 4.337 1.690 would pay 1% 
would not have to 2 Seer 5,297,050 100.95 5.270—4. 460 4.730 1.600 cents per pound. 
compete with duty 1928............. 5,542,686 104.27 4.650—3.770 4.229 1.600 | The market in 
ies : 
free sugar, have eee 5,810,980 108.13 4.080—3. 460 3.769 1.600 raw sugar futures 
4 . 
made up a scene ere 5,599,377 99.37 3.830—3.040 3.387 1.600 | is an active one. A 
not always pleas- a eererr 5,475,204 98.47 3.550—3.090 3.329 1.7648 | new form of con- 
ant to contemplate. ere 5,213,961 93.29 3. 200-2. 570 2.925 1.7648 | tract known as No. 
We can turn i eee 5,270,366 93.60 3.650—2.650 . 3.208 1.7648 | 3 contract has just 
back at this point eee 5,134,746 90.71 3.420—2.600 2.987 1.50 | been approved un- 
for a very brief From Sept., 1934, based on Willett & Gray’s figures..................... 0.90 | der which Taw su- 
outline of the gars from all of the 
Chadbourne Plan = Se a : ; amas * cane areas given 











which, although 
now largely superseded in effect as to 
ourselves by the Costigan-Jones Act 
passed last year, did serve for a time 
to prevent demoralization of the sugar 
industry, and for which the effort 
should be given due credit. 

The plan provided for the limitation 
of exports by the participants, within 
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gar probably Java appears to have suf- 
fered most. She has some heavy stocks 
on hand and has lost the greater part 
of what was her natural export mar- 
ket. Java is likely to insist upon playing 
a lone hand in sugar. 

A new situation develops under the 
Costigan-Jones Sugar Control Act 


quotas under the 
Costigan-Jones Act are tenderable. 
The average differential of the re- 
finer, i. e., the difference in price be- 
tween raw sugar bought and refined su- 
gar sold over the period covered by the 
table was 1.1596 cents per pound. The 
per capita figures mark the depression 
very clearly. 
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Why Liquor Stocks Are Behind 


the Market 


Ultra-Conservative Ratios of Prices 


to Earnings Should Not Long Endure 


FTER fourteen months of Repeal 
there is barely a handful of com- 
panies which, through activities 

confined exclusively to the distillation, 
warehousing, selling and importation 
of spirits and liquors, may be said to be 
truly representative of the liquor in- 
dustry. Chief among these companies 
are National Distillers, Schenley Dis- 
tillers, Hiram Walker, Distillers Corp.- 
Seagrams and Frankfort Distilleries. 
Of this group, the shares of only Na- 
tional Distillers and Schenley Distillers 
are listed on the New York Stock 
Exchange. 

When it is considered that neither 
Schenley Distillers nor National Dis- 
tillers were ever entirely divorced from 
the industry, even during the days of 
Prohibition when subsidiary units were 
engaged in the manufacture of spirits 
for medicinal purposes under Govern- 
ment permit; when it is realized that 
these companies are guided by men long 
experienced in the business; and when 
it is rather obvious that they command 
distinct competitive advantages over 
the rank and file of new comers in the 
industry, it would seem safe to assume 
that the present status and experience 
of these two companies during the past 
year, would reflect that of the indus- 
try, asa whole. But do they? Let us, 
to quote ex-Governor Smith, look at 
the record. 

As this is being written, neither Na- 
tional Distillers nor Schenley have 
issued their annual reports for 1934. 
There is, however, ample basis for an- 
ticipating that both companies will show 
very substantial earnings for the past 
year. Up to September 30, last, Schen- 
ley had earned $5.08 a share on its 
capital stock, and with the seasonal im- 
petus in the final quarter, it would not 
be surprising if the company last year 
earned around $7.50 a share. At 25, 
however, the shares are selling less than 
four times estimated profits for 1934. 
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By Grorce L. Merton 


Estimates of National Distillers’ earn- 
ings for 1934 have ranged as high as 
$9 a share. For the first nine months 
the company showed $4.11 a share, so 
that probably these estimates are some- 
what high, but even if it is assumed 
that earnings were nearer $7 a share, 
the market at 26 places an uncommonly 
low valuation on this earning power. 

It seems more than a mere coinci- 
dence that the market capitalizes the 
earnings of the two leading companies 
in the industry practically on the same 
basis. The natural conclusion is that 
stock market opinion, as reflected in 
the quotations for these two issues 
anticipates a marked downward revi- 
sion in the earning power of these two 
companies during the next six months 
or longer. Either that or else the shares 
are distinctly undervalued with present 
quotations reflecting nothing more seri- 
ous than a disappointed attitude to- 
ward “liquor” stocks. 

Considering the latter of these possi- 
bilities first, it must be admitted that 
there is much more basis for it than 
that supplied by mere conjecture. Re- 
call, in this connection the early months 
of 1933. As it became clearly evi- 
dent that the repeal of the Eighteenth 
Amendment was a virtual certainty, 
the newspapers, statisticians and the 
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American public generally all but went 
“haywire.” “Repeal Will End the 
Depression.” “Repeal Will Solve the 
Farm Problem.” “‘Distilleries Will Em- 
ploy Millions.” “A Billion-Dollar In- 
dustry Reborn.” Statisticians in a 
frenzy of figures set out to compute 
earnings for all companies remotely 
connected with any phase of the liquor 
business. Their results sounded like 
the radio team of Amos and Andy— 
$7,000,000, $10,000,000, $22,000,000, 
etc. The public jumped in with both 
feet and “liquor stocks” (many of 
which acquired that distinction largely 
through public fancy) boomed. 

The events of the ensuing months 
were inevitable. The speculative boom 
in “liquor stocks” collapsed and the 
early illusions and glowing prospects 
were dispelled by hard and cold facts 
and lost in the welter of confusion 
which followed in the wake of regula- 
tions, taxes, license fees. 

Competition in every branch of the 
industry sprung up like weeds. The 
fact that fourteen years of Prohibition 
had reduced the ranks of men experi- 
enced in the ways of liquor manufac- 
ture to a mere handful made no differ- 
ence and many persons who had, or 
could raise, the necessary “shoestring” 
capital leapt into the business certain 
that it would be a veritable gold mine. 
During Prohibition bootlegging had 
flourished and those engaged in it had 
acquired a certain nefarious technique. 
Repeal, however, instead of forcing 
these people into legitimate business or 
out of business altogether gave them a 
new lease on life, when it was found 
that the various Federal and state taxes 
imposed upon legal liquor represented 
a handsome margin of profit on bootleg 
products which paid no tax. 

Imported wines and liquors in large 
quantities were brought into the coun- 
try and frequently the quality of these 
importations was such tnat they were 
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not readily salable abroad. In fact the 
quality of much of the domestic liquor 
sold in the early months of Repeal left 
much to be desired. Apparently many 
manufacturers and dispensers counted 
on the inexperienced taste of the public 
for failure to detect these defects. 
Moreover, advertising and _ labeling 
were not such as to be very informa- 
tive, if not actually misleading, and 
with the uninitiated consumer it was 
pretty much a case of trial and error. 
The consumer, however, remained sufh- 
ciently articulate t6 grumble and com- 
plain of both the quality and high prices. 

This then was the situation and con- 
ditions with which the few well organ- 
ized, experienced and _ adequately 
financed factions in the industry had 
to cope. Certainly they were not of 
a nature to inspire investment confi- 
dence in the industry. The publicity 
given to these conditions had the effect 
of surrounding the entire industry with 
an unsavory atmosphere and the inno- 
cent were condemned with the guilty 
in the public mind. Further, the era 
of prohibition had long since linked 
the manufacture of liquor with law- 
lessness and ehicanery, a feeling which 
was not dispelled with the repeal of 
the Eighteenth Amendment. Does it 
not seem reasonable, therefore, that 
these conditions might in a large mea- 
sure explain the current low ratio to 
earnings at which the shares of Na- 
tional Distillers and Schenley Dis- 
tillers are quoted? 

Yet during the past year, those in- 
terests which are anxious to build a 
sound, permanent and prosperous in- 
dustry have been working steadily to- 
ward that end and the fruit of their 
efforts should become increasingly 
abundant in the months to come. This 
is not to say that all of the problems 
and difficulties have been solved but 
there has been definite progress in the 
right direction. 

In many respects the experience of 
the liquor industry has not been unlike 
that of many another industry in its 
earlier stages—the radio and aviation 
industries for example. The liquor in- 
dustry, however, has been favored by 
distinct advantages which were not 
present in these other industries. 

First of all, even in the short space 
of time which has elapsed since Repeal, 
leadership has become so thoroughly 
established, and with companies so emi- 
nently equipped to cope with the prob- 
lems of the industry, as to make it prac- 
tically certain that they will survive 
and prosper through such trying 
periods as may lie ahead. Unlike other 
new industries public financing of new 
and untried companies has been very 
limited. The Securities Exchange Com- 
mission has prevented that. Most of 
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the competition which has come into 
the industry has been in the form of 
smaller private organizations, which 
will exist no longer than their inade- 
quate finances permit. 

Secondly, the liquor industry was 
under no compulsion to spend large 
sums in building up its market. Right 
through Prohibition, as everyone knows, 
people had either been purchasing 
bootleg spirits or they had made their 
own and with Repeal they welcomed 
an opportunity to buy legitimate prod- 
ucts. Not only was the market a ready- 
made one but it was one which was 
ideal under present conditions—con- 
sumption was immediate and turnover 
large. Thus the industry took its place 
among others similarly favored, such as 
tobacco, food and retail trade. 

In the circumstances, it is not diffi- 
cult to appreciate the lure which the 
industry held out to many with idle 
funds and anxious to identify them- 
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selves with some business promising 
large returns. Fortunately, it did not 
take long for actual experience to shat- 
ter these golden illusions and the mor- 
tality rate in the ranks of “shoestring” 
competition during the first year was 
extremely high. There will be a fur- 
ther elimination this year when the 
money runs out. Among wholesalers 
last year there was a turnover of more 
than 66 2/3%; retail outlets estimated 
at close to 220,000 at the end of last 
year likewise showed a large turnover: 
and the number of importers dropped 
from about 1,800 to less than 500. 
While distillery permits issued during 
1934, indicate a potential capacity of 
about 320,000,000 gallons annually, 
many of these permits are non-operative, 
and may never become so. All in all it 
seems quite likely that the present over- 
crowded condition of the industry will 
automatically correct itself, ultimately 


resolving itself into healthy competi- 
tion with the leading companies doing 
the bulk of the business. As a matter 
of fact, leading interests in the indus- 
try express themselves as being quite 
satisfied with their present share of 
the market, content to establish their 
brands and build up customer good 
will against the time when stocks of 
aging liquor will be available. 

In the matter of building up stocks 
of mature whiskey, the larger com- 
panies have a decided advantage over 
their smaller rivals with limited capi- 
tal. To store quantities of liquor 
for aging purposes, means that the 
company must not only tie up a sub- 
stantial portion of its working capi- 
tal in inventory, but have large ware- 
housing and other storage facilities. 
The smaller companies will experience 
increasing difficulty in making suitable 
financing arrangements for this pur- 
pose for whereas banks were willing to 

advance funds to them in the early 
stages of Repeal, these same banks 
have of late shown a growing disposi- 
tion “to get out from under”. In the 
meantime, however, the large com- 
panies are storing immature liquor in 
substantial quantities, one large com- 
pany having stored a total of 23,000,- 
000 gallons out of a total of 25,000,- 
000 produced last year, and while the 
necessity of doing so will tend to limit 
dividends to a smaller portion of earn- 
ings for the next several years, the 
procedure tends to further entrench 
their position in the future. 

Imported wines and liquors seem 
unlikely to seriously challenge the 
prestige of domestic products. De- 
mand thus far has proved very dis- 
appointing to foreign manufacturers, 
with the result that stocks have piled 
up in the customs and are being of- 
fered practically for what they will 

bring. While doubtless there will con- 
tinue to be a market for imported 
scotches, brandies and wines, it will be 
a limited one, with the bulk of the de- 
mand continuing for domestic ryes, 
bourbons and gin. 

In the meantime, however, the large 
domestic companies are not neglecting 
the possibilities of the export market 
and are introducing their brands both 
abroad and in South America. 

What of taxes? Despite the fre- 
quent assertion that the only way to 
eliminate the bootlegger is to reduce 
taxes, there is a marked tendency 
among executives in the industry to 
scoff at the idea. In the first place they do 
not regard taxes here as excessive, or 
at least no more than a semi-luxury 
product such as liquor should bear. 
They cite the fact that the liquor tax 
in England is nine times as great as in 

(Please turn to page 527) 


511 




















































“aA IRLRALT 9 BES 


Giant Steel Merger on Trial 


Growth of Third Largest Steel Organization Threat- 
ened by Anti-Trust Laws — Should Be Advan- 


tageous Industrially and for Investors If Permitted 


‘By C. F. McCorp 








EEKING to prevent the al- 
most - accomplished merger 
between the Republic Steel 

Corp. and the Corrigan, McKin- 
ney Steel Co. the Department of 
Justice has just filed suit under 
the anti-trust laws. The Depart- 
ment charges that the consoli- 
dated companies will sell more 
than 16% of the semi-finished 
steel in the country and 12% of 
the merchant bars. This is un- 
fortunate, for the merger which 
the Government is trying to pre- 
vent seemed to have real justifi- 
cation. 

It must not, of course, be 
thought that the matter is finally 
settled—that Republic’s carefully | 








Leading Steel Companies 


Annual Ingot 
Capacity 

Name Approx. tons 
O15 Se ice eee eee Tee pee 27,000,000 
eee eee 9,360,000 
Republic (after merger).............. 6,000,000 
NG an acoGhbaeawa nals su 5,000,000 
UN Be BI 6 o snsec vcs cavsaedas 3,400,000 
Youngstown Sheet & Tube........... 3,120,000 
NM on sau kan cs sweeeas 2,480,000 
American Rolling Mill............... 2,200,000 
OSS EO eee) See ee ae 2,000,000 
Ck re ee 1,600,000 
IND MINS 6.5 o.o5c eo ered absense ese 1,000,000 
SOREN so iat on Sires hic AKAD ow 9S 800,000 
I ck cols c0 cneexeeaees 480,000 


time merger, for, even though it 
were not actually organized until 
April, 1930, the series of acquisi- 
tions and mergers that took place 
then must have been conceived on 
a boom-time basis. In any event, 
April, 1930, saw the old Re 
public Iron & Steel Co., the Cen- 
tral Alloy Steel Corp., the Don- 
ner Steel Co. and the Bourne 
Fuller Co. all joined together to 
form the present Republic Steel 
Corp. The old Republic com 
pany brought to the consolidation 
all its facilities for manufacturing 
tin plate and a large part of its 
strip, sheet and pipe capacity; 
Central Alloy contributed most 
of the alloying facilities (a phase 














laid plans are as good as dead— 
for this is not the case. It has 
to go through the courts, perhaps even- 
tually as far as the United States Su- 
preme Court. On its way, those who 
hope to see the merger’s consummation 
undoubtedly will point out that it 
would be by no means the largest 
steel company in the country. As 
constituted, Republic has an annual 
ingot capacity of about 5,000,000 tons. 
Corrigan, McKinney would add about 
another 1,000,000 tons to this. The 
annual capacity of Bethlehem is well 
over 9,000,000 tons, while that of the 
United States Steel Corp. is in the 
neighborhood of 27,000,000 tons. In 
addition, there are other companies in 
the industry with a very substantial 
capacity. 

While it is an almost hopeless task 
to attempt to forecast the outcome of 
anti-trust litigation, it will be remem- 
bered that the Supreme Court refused 
to sanction the dissolution of United 
States Steel when this giant controlled 
as much as 50% of the country’s annual 
ingot capacity. Why then, should one 
expect that the suit against Republic, 
which is comparatively small, to be 
any more successful? We doubt that 
it will. Indeed, the action may never 
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get that far, for it is not impossible 
that the Government be convinced be- 
forehand that its suspicions are un- 
founded. 

What exactly is it that Republic was 
intending to do? The possibility of a 
good big merger is always a fascinat- 
ing topic. There are inevitably so 
many conflicting interests — different 
classes of bonds, different classes of 
stocks, sundry creditors—all of which 
must be reconciled before a new and 
larger entity is born. Then, too, it is 
interesting to weigh the merits and 
demerits of a merger solely from the 
standpoint of economic justification: 
are the businesses to complement one 
another, or is there to be an excessive 
amount of duplication? This last, to 
one financially interested in a merger, 
is the most important point. It is not, 
in the long run, the specific terms that 
will make or mar the thing for him, 
but whether or not it is economically 
justified. 

Before passing to the technicalities 
of the proposals being made by Repub- 
lic Steel, an attempt will be made to 
judge their broader merits. 

Republic itself, of course, is a boom- 


of the business now being much 
emphasized) all the facilities for 
wire products and an important pro- 
duction of concrete bars and sheets; the 
Donner Steel Co. was mainly a manu 
facturer of finished steel; while the 
Bourne-Fuller Co. turned out merchant 
bars, nuts, bolts, rivets and the like. 
Moreover, the new company started 
off with large reserves of iron ore and 
coal, and with facilities for producing 
pig iron and steel ingots. 

The majority of the plants of these 
constituent companies were situated in 
five important and quite distinct cen 
ters. The old Republic Co. operated 
mainly in the Valley district, centering 
in Youngstown, Ohio, and in the South- 
ern district around Birmingham, Ala. 
Bourne-Fuller and Central Alloy oper- 
ated in the Cleveland district, Central 
Alloy and also the old Republic com- 
pany in the Chicago district, while 
Donner Steel had plants in the Buffalo 
and Pittsburgh districts. 

It can hardly be doubted that this 
merger was an economically sound one. 
The constituent companies comple- 
mented, rather than duplicated one an- 
other. The consolidated organization 
was an integrated unit; it was given 
facilities in all the important steel cen- 
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ters of the country and was enabled to 
effect economies in the shipment of 
raw materials and in filling its custo- 
mers’ orders from the most conveniently 
located plant. If it was capitalized 
according to the boom-time standards 
that existed at its conception and was 
unfortunate enough to run into the 
depression almost before it was prop- 
erly started, who shall be blamed for 
doing what was universal? And be- 
sides, economic justification and finan- 
cial soundness are two entirely different 
things. 

In order to further round out the 
enterprise, Republic is now proposing 
to acquire Corrigan, McKinney Steel 
and control of Truscon Steel. Corri- 
gan, McKinney is mainly engaged in 
the production of pig iron and semi- 
finished steel. It wants to merge be- 
cause SO many of its customers have in 
turn merged with other organizations 
and now are obtaining their raw ma- 
terial requirements within their new 
organization. Republic wants Corri- 
gan, McKinney because it 
can use advantageously the 
latter’s iron ore and pig iron 
and because the merger will 
bring to Republic water ter- 
minal facilities at Cleveland 
and also, through the New- 
ton Steel Co., a Corrigan, 
McKinney subsidiary produc- 
ing cold-rolled sheets for the 
automobile and_ refrigerator 
industries, a water terminal 
at Monroe, Mich. It is ex- 
pected that important savings 
will be effected in raw ma- 
terial costs through combin- 
ing the iron ore, coal and 
limestone holdings of the two 
companies. 

Republic wants control of 
Truscon because it will fur- 
ther diversify output of fin- 
ished steel. Truscon is the 
largest producer of light steel 
products entering into the 
building industry and for 
some time has been accus- 
tomed to purchase a_ large 
proportion of its raw mate- 


rial needs from Republic. on 
Specifically, Truscon’s line raf 
includes all kinds of steel go- - 
ing into the construction of 
highways such as concrete 


reinforcing bars, guard railing and 
welded wire fabric. It also makes metal 
lath, steel poles and standards, struc- 
tural steel, steel roofing and siding, 
windows, doors and joists. The com- 
pany’s pressed steel division in Cleve- 
land makes automobile stampings, 
frames, rear-axle housings, beer barrels, 
refrigerator cabinets and a number of 
other products. 
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Truscon had a hard time during the 
depression and, although a number of 
its lines currently are none too active, 
there is no reason to suppose that the 
demand will not come back some day. 
As part of a large organization, Trus- 
con probably would be in a better posi- 
tion to weather whatever the future 
might hold of ill and to derive the 
maximum benefit from any turning 
tide. 

Although what has been said can 
hardly be considered a comprehensive 
picture, it does serve to bring out that 
there is a sound basis for the proposed 
plans of Republic Steel. It remains 
now to discuss how the company in- 
tends to attain its objectives. This is 
somewhat complicated, for it involves 
considerable revamping of Republic’s 
capital structure. 

Such revamping is necessary because 
of the simple fact that the acquisition 
of anything means giving something in 
return. Now Republic Steel is not in 
a position to pay cash for the proper- 
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ties that it wishes to acquire, for it has 
borrowed already a substantial sum of 
money from banks—notes payable to- 
talling more than $7,000,000 at the 
end of last June. On the other hand, 
it might, of course, pay in stock. Un- 
fortunately, in this particular instance 
there is very little immediate intrinsic 
value in either the company’s preferred 
or common stock. This is true despite 





the fact that they are selling in the 
open market for $42 and $13 a share 
respectively. And the reason therefor 
is to be found in a provision of the 
company’s Refunding and General 
Mortgage which prohibits the payment 
of dividends except out of net earn- 
ings after all losses have been made up 
since the date of the mortgage. Spe- 
cifically, this means that Republic Steel 
would have to earn some $29,000,000 
before it could pay any dividends on 
the preferred stock. It would be easier 
to retire the Refunding and General 
bonds, amounting to some $6,400,000. 
This, the company proposes to do, as 
will be seen later. But even such a 
retirement of the bonds would not 
bring the common stock appreciably 
nearer dividends because some $14,- 
000,000 in back dividends have accum- 
ulated on the preferred. 

The manner in which it is proposed 
to solve these various knotty problems 
is ingenious. The plan consists in can- 
celling the present Refunding and 
ME General Mortgage and creat- 
ing a new General Mortgage. 
It is then proposed to sell 
$24,000,000 of the new Gen- 
eral Mortgage issue, and the 
company states that should it 
not be possible to carry out 
adequate financing the whole 
plan will fall through. Also 
part of the proposal, is the 
creation of a new convertible 
prior preference stock, each 
share of which, together with 
four shares of common stock. 
will be exchangeable for two 
shares of the present pre- 
ferred. 

If and when there has been 
a favorable disposition of the 
government’s anti-trust suit 
and the plan has been voted 
by the holders of two-thirds 
of each class of stock, Repub- 
lic will acquire Corrigan, 
McKinney by giving for the 
latter’s properties (1) $15, 
361,000 in 5Y%2% 20-year 
purchase money bonds (2) 
27,929 shares of the new 
prior preference stock and 
(3) 698,223 shares of com- 
mon stock. In _ passing, it 
might be noted that Corri- 
gan, McKinney and its sub- 
sidiaries carry fixed properties at some 
$51,000,000 after depreciation, subject 
to mortgage of only about $3,000,000, 
while current assets are substantially 
in excess of current liabilities. 

Republic will gain control of Trus- 
con by exchanging one share of prior 
preference stock and four shares of 
common stock for two shares of Trus- 
con preferred, while for each share of 
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Truscon common Republic will offer 
4/10 of a share of its own common. 
Arrangements already have been made 
with certain important Truscon stock- 
holders whereby the latter have obli- 
gated themselves to accept such an ex- 
change when, as, and if, the offer is 
made. Truscon has no funded debt 
and carries its properties at some $8,- 
600,000 after depreciation. 

Let us now go back 





gives up half the face value of his 
holdings and all claim to some $25.50 
a share in back dividends. It may, of 
course, be taken that the two shares of 
common stock that he is to obtain more 
than compensate for the loss of the 
back dividends. Apparently they do, 
for the stock can be sold today in the 
open market for some $14 a share. But, 
the skeptic will ask, is the common 








Refunding and General Mortgage be 
fore paying dividends. Bank loans 
could be paid off just as it is proposed 
to pay them off now and the company’s 
cash position could be improved just as 
it is proposed to improve it now. This 
should enable the company to start 
paying off something on account of 
accumulated preferred dividends as 
soon as earnings picked-up somewhat 
more. It would not be 
the first time that the 
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ever, this payment is 

being contested in the courts on the 
grounds that it is excessive, the plain- 
tiff contending that the stock currently 
is worth nearly $750,000 and that it 
has a potential worth of $2,500,000. 
This action is before the United States 
Supreme Court. Other similar actions 
are reported to be in lower courts. 
However, this litigation is less serious 
than the government suit, for the com- 
pany already has support from the 
necessary two-thirds of the common 
and preferred stock. 

So far as being fair to the various 
classes of stock is concerned, the plan 
obviously is favorable to holders of the 
common. The preferred ahead of them 
is practically cut in half, while $14,- 
000,000 in accrued preferred dividends 
is removed. Neither will the common 
stockholder find any objection to the 
proposed change in the funded debt 
structure, for if he is to have any hope 
of dividends at all within the next 
several years the provisions of the 
present Refunding and General Mort- 
gage must be removed. These consid- 
erations then, coupled with the thought 
that there is economic justification for 
Republic’s acquisition of the properties, 
doubtless will cause the common stock- 
holder to support the plan, even though 
there be a possibility of his equity being 
diluted. 

When it comes to the preferred 
stock, however, the situation is less 
clear cut. A holder of the preferred 


514 


stock that will be outstanding when all 
this shuffling is over going to command 
the same per share price as the stock 
outstanding today? Republic’s board 
of directors is on record as believing 
that the common’s equity will be as 
great after the proposed adjustments as 
before. This may well be true, but 
certainly the common to be outstanding 
is not the same thing as currently is in 
the hands of the public. 

There is, of course, no doubt that 
the half-share of prior preference stock 
which is to be given for each share of 
the existing preferred is a better stock 
than that to be surrendered. The mere 
fact that there is to be less of it, makes 
it better. But apart from this, the new 
preference stock is to be given an im- 
proved conversion privilege—it is to 
be convertible into two shares of com- 
mon stock as against 4/5 of a share 
which is the current conversion rate 
for the existing preferred. Moreover, 
it is to be noted that the new stock is 
to rank ahead of any existing preferred 
that is not turned in under the plan. 

On the other hand, there is some- 
thing to be said for the attitude of the 
preferred stockholder who claims that 
the bond part of the plan ought to be 
put through without any change in his 
status at all. (The bonds do not have 
to be convertible as is proposed.) If 
it were, the company would not have 
to earn that $29,000,000 which it now 
must do under the provisions of the 


of Truscon, for the 
reason that Republic’s offer naturally 
could not include prior preference 
stock. This difficulty, might perhaps 
be overcome by the enlargement of the 
proposed new bond issue and offering 
bonds or cash instead of the preference 
stock. 

Despite the pros and cons of Repub- 
lic’s plans from the point of view of 
a holder of the preferred stock, it is 
nevertheless probably best that they be 
supported. After all, a topheavy pre- 
ferred capitalization on which there are 
large accumulations of back dividends 
is a disadvantage to the company as a 
whole. It hinders financing, particu- 
larly financing by means of common 
stock or instruments convertible into 
common stock although, as has been 
said, there is no apparent reason why 
Republic should insist that the new 
bonds it is proposing to sell have to be 
convertible obligations. At the same 
time, the preferred stockholder will be 
influenced favorably towards the plan 
by the thought that any such improve- 
ment in business as would enable the 
company to make real progress in pay- 
ing him the dividends due him would 
inevitably make more valuable the 
common stock that he is to receive in 
place of these accumulated dividends. 
Both preferred and common stockhold- 
ers should realize that these recapitali- 
zation plans never change the greatest 
fundamental of all—the business out- 
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What Annual Statements Show 


Some Up, Others Down—Diversity of 
Trends Revealed by Leading Corporations 


in Earnings Statements for Past Year 


OW that annual reports are 
coming to hand in increasing 
quantities one begins to obtain 
a true picture of business conditions as 
they existed last year. In a surprising 
number of instances, the reports are 
not quite what one would have ex- 
pected. One discovers cases where the 
favorable influences have not been as 
strong as one would have thought; 
others where the unfavorable have been 
strangely impotent; still others, where 
factors that were never taken into con- 
sideration at all have played an im- 
portant part either for good or ill. 
Although it is always interesting to 
look back upon recent business history, 
there is little to be gained from such a 
study unless it gives a clue to the fu- 
ture. Many of the annual reports now 
being published do this. There are 
complaints about mounting taxes and 
hints that stockholders can expect little 
more than they are receiving now be- 
cause of such taxes; there are descrip- 
tions of competition growing still more 
keen; and then, on the favorable side, 
mention of new products and processes 
and the expectation of widening mar- 


By J. C. Crrrrorp 


Woolworth did appreciably better, but 
abroad. In 1934, revenues derived 
from foreign subsidiaries totalled $10,- 
386,793, compared with $6,155,941 in 
1933. The American Woolworth 
owns some 51% of the British Wool- 
worth which operates 597 stores. The 
German Woolworth has 81 stores. 


* * * 


U.S. and Bethlehem Steel— 
Contrast in Steels 


Preliminary reports for both United 
States Steel and Bethlehem Steel have 
been published. The former operated 
at an average rate of 31.2% of ca- 
pacity and showed a net loss, before 
preferred dividends, of $21,700,904. 
Bethlehem operated at an average rate 
of 34.9% of capacity and showed a net 
profit of $550,571, equivalent to 59 
cents a share on the 933,887 shares of 
7% preferred stock. Knowing that a 
number of the smaller steel companies 
have managed to show substantial earn- 
ing power on their common stock for 
1934, it is very clear that the “big fel- 
lows” by no means are having things all 


Would it be fair to conclude from this 
that the smaller steel companies are 
better situated during the first stages 
of an emergence from depression and 
that it is not until business generally 
reaches almost boom-time proportions 
that the big ones will show what they 
can really do? 


* *« * 


Jewel Tea—Stockholders Get 
Extra, Employees “Wage Extra” 


It is now known why Jewel Tea was 
well able to pay stockholders a 50-cent 
extra last December in addition to the 
regular quarterly payment of 75 cents. 
Earnings for 1934 amounted to $1, 
243,123 and were the highest since 
1931: they were equivalent to $4.61 a 
common share compared with $3.40 in 
1933. At the end of the year, Jewel 
Tea was operating 87 stores and 1,462 
wagon routes. The increase in earn- 
ings was partly a reflection of the 
19.8% increase in sales and partly the 
result of a careful control exercised 
over expenses. As a result of the im- 
provement in its business, the company 
has just declared the second “wage 
extra.” On April 15, next, 
all who are then in the 











employ of the Jewel Tea 
Co., and who were con- 
tinuously in its employ 
between July 15 and De- 
cember 29, will receive an 
“extra” of 5% of their 
total wages up to an aver- 
age of $50 a week. Ap- 
proximately $70,000 will 
be distributed between 
about 2,450 employees. 
Officers and senior execu- 
tives do not participate. 


* * & 


Sun Oil—A Consistent 
Earner in Oil 








omg Much can be gleaned from an- their own way in the competitive fight. 
nual reports. 
* * ] 
| 
W oolworth—Foreign Coming Dividend Meetings 
Subsidiaries Lead ‘ 
Approx. Probable Action 
the Way Company ate (on the common) 
, American Sugar............... Feb. 20 Regular 50 cents 
Reporting a net profit American Telephone........... Feb. 20 Regular $2.25 
of $32,142,362, equiva- Beech-Nut Packing............ Feb. 18 Regular 75 cents 
Commercial Credit............ Feb. 28 More than regular 50 cents 
to $3.30 a common | Commercial Investment Trust.. Feb. 21 Regular 50 cents 
share, F. W. Woolworth PDOOMIE PEMIOB 59 5505-6514 v si0105-0 9 6 Feb. 25 Regular 50 cents and extra 
did well last year, for in | First National Stores.......... Feb. 26 Regular 6214 cents 
1933 earnings were the | General Railway Signal........ Feb. 21 Regular 25 cents 
. Hercules Powder............. Feb. 27 Regular 75 cents 
equivalent of only $2.94 | PMN Sao oe cote i5r3 ae Si9'6.0,4.0 Feb. 18 Regular 25 cents 
a share and in 1932 $2.27 | Industrial Rayon.............. Feb. 25 Increase to 50 cents 
ashare. Yet, despite the International Harvester........ Feb. 21 Regular 15 cents 
fact that last vear is gen- National Biscuit............... Feb. 19 Regular 50 cents 
il nae 0 Ny National Lead..............+. Feb. 21 Regular $1.25 
erally acknowledge to | NO PONRUG 5 o5566a.05-40.08ees Feb. 26 Same as last quarter; 50 
have been a year of busi- cents 
ness recovery in this coun- Standard Brands.............. Feb 25 Regular 25 cents 
try, it was not here that | 








Although Sun Oil’s 
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profits were moderately lower last year, 
the company has been a consistent earn- 
er in both good times and bad: Sun 
apparently can make money when no 
other oil company is able to do so. For 
1934, earnings were equivalent to $3.51 
a common share, compared with $4.04 
a share in 1933. In both instances 
these figures are before a 9% stock di- 
vidend paid in December. With this 
company a stock dividend at the end 
of the year is a regular thing: it pays 
$1 a share annually in cash and then 
approximately the remaining earnings 
are distributed in stock. Last Autumn, 
Sun refinanced its entire 5% and 52% 
funded debt on a 314% and 33%4% 
basis. 
* * * be 


Standard Brands—Expenses Up 


Standard Brands reported earnings 
the equivalent of $1.06 a common share 
for 1934 against $1.15 a share in 1933. 
All the trouble is to be found in the 
final half of the year, for the showing 
in the first six months was better than 
in 1933. Income account for the full 
year 1934 shows that with gross profit 
down $137,000, expenses rose almost 
exactly $1,000,000. A reduction in 
“other income” of $314,000 contrib- 
uted to the lower earnings. In the 
balance sheet at the end of 1934 the 
most significant changes were the al- 
most $3,000,000 increase in inventory 
and the $4,400,000 decrease in hold- 
ings of public securities, while cash re- 
mained about the same. 


* * * 


Lorillard—A nother Tobacco 
With Higher Earnings 


Reports of all the tobacco companies 
that have been published so far reveal 
that the past year was one of mount- 
ing profits. Lorillard has just reported 
earnings equivalent to $1.15 a common 
share for 1934, compared with 89 
cents a share for 1933. The better- 
ment can be attributed entirely to in- 
creased demand, for selling prices were 
not raised in proportion to the higher 
cost of wages and raw materials. Be- 
cause of the processing taxes—which 
incidentally have driven the price of 
tobacco far above “parity”—tremen- 
dous sums have been levied on the 
tobacco companies. One would think 
that this increase in the price of tobacco 
would result automatically in higher 
inventory values. Such has been the 
case with other companies; but the bal- 
ance sheet of the P. Lorillard Co. 
strangely shows a decrease of nearly 
$3,000,000 under this head. Com- 
pared with the end of 1933, holdings 
of U. S. Government securities were 
up more than $2,000,000. 
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Atlas Powder—No War Here 


Although there are a few penny 
wars going on somewhere in the world, 
they have had nothing to do with the 
profits shown by the Atlas Powder Co. 
Even if there were a fairly big war 
going on, Atlas would not necessarily 
be a beneficiary. This is because the 
company as constituted is not a manu- 
facturer of military explosives, but of 
those used in the perfectly peaceful 
occupation of mining—largely coal. In 
addition, it manufactures lacquers, 
coated fabrics, etc. For 1934, Atlas 
Powder reported earnings equivalent 
to $2.49 a common share after pre- 
ferred dividends: in 1933 only 76 cents 
a share was shown. Just plain busi- 
ness improvement seems to have ac- 
counted for the betterment. 


* * & 


United Fruit—Rising Profits 
from Bananas and Sugar 


Partly because moderately improved 
conditions in foreign trade have en- 
abled the company’s huge fleet of ves- 
sels to do better, partly because of the 
improved demand and prices for bana- 
nas, and partly because unexpected cir- 
cumstances enabled the company to 
produce 1,288,227 bags of sugar com- 
pared with 536,066 bags in 1933, the 
United Fruit Co. reported earnings 
equivalent to $4.12 a common share in 
1934. This was almost $1 more than 
the $3.16 a share reported for 1933. 
In the balance sheet, despite the fact 
that inventory of sugar and other 
produce was up nearly $2,000,000, cash 
was practically unchanged at $27,000,- 
000, while holdings of United States 
Government securities were up more 
than $4,000,000 to $13,880,000. 


* * * 


Consolidated Gas (Balt.)— 
A Utility Whose 
Earnings Rose 


Not many public utility companies 
will report larger earnings for 1934 
than were shown for 1933 and cer- 
tainly Consolidated Gas of New York 
will not be among them. Consolidated 
Gas (Consolidated Gas, Electric Light 
& Power) of Baltimore, on the other 
hand, has just issued a preliminary re- 
port showing earnings for 1934 of $5,- 
877,319, after depreciation, taxes and 
fixed charges. This is equal, after pre- 
ferred dividends, to $4.04 on each of 
the 1,167,397 shares of common stock 
outstanding at the year end. For 1933, 
the company’s earnings were equiva- 
lent to $3.91 a common share. Operat- 
ing on rates among the lowest in the 
country for this type of company, the 


Baltimore utility enjoys a corporate 
credit standing second to none—and 
evidently deserves it. 


* * 


Pacific Mills—Inventory 
Markdowns in 1934! 


In view of all the talk and excite. 
ment over inventory profits since the 
New Deal came into being, it is curious 
to find a company actually taking an 
inventory markdown at the end of 
1934. Yet, this is what Pacific Mills 
had to do. After such an adjustment 
amounting to $636,761, the company 
reported a loss for the year 1934 
amounting to $521,091. This compares 
with a profit of $1,005,208 in 1933, 
equivalent to $2.53 a common share 
on 396,123 shares, excluding 3,877 
shares held in the treasury. Because of 
the unfavorable change that has taken 
place in the company’s business, the 
stock is currently selling around $15 a 
share, which is at, or close to, the low 
for both 1934 and 1935. 


* *k x 


Burlington—T ypical of Railroads 
—Gross Up, Net Off 


With gross revenues for 1934 
amounting to $80,288,159, compared 
with $78,496,975 in 1933, the Chicago, 
Burlington & Quincy nevertheless re- 
ported a smaller surplus after charges 
in the later period. Earnings were 
equivalent to $2.60 a common share in 
1934, compared with $3.27 a share in 
1933. Last year the road paid divi 
dends of $3 a share, probably because 
of insistence on the part of Great 
Northern and Northern Pacific which 
between them very thoroughly control 
the Burlington. However, the man 
agement of the latter are hopeful that, 
with the disastrous drought conditions 
of last year not repeated, there will be 
a considerably better showing in 1935. 


* * * 


Curtis Publishing— 
Advertising Up 


Publisher of the “Saturday Evening 
Post”, “Ladies Home Journal” and 
“Country Gentleman”, the Curtis Pub- 
lishing Co. had a vastly better year in 
1934 than in 1933. Operating reve 
nues jumped from $27,700,000 to $31, 
500,000, while operating expenses de: 
clined from $26,690,000 to $25,200, 
000 and, as a result, the company cow 
ered with some margin to spare the 
$6 dividend that was paid on the $7 
cumulative preferred stock. With a 
continuance of the present trend, it 
ought not to be long before the com 
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Taking the Pulse of Business 


— Steel Rise Weakens 


N January there occurred 
one of those occasional 
contradictions among 

the business indexes which 
appear to merit a few words 
of comment. Of course all of 
the better known business in- 
dexes are duly adjusted to 
eliminate fluctuations occasioned by purely seasonal influ- 
ences; so that a rise or fall in these indexes means that 
business is gaining or losing more rapidly than is cus- 
tomary at the time of year depicted. Now most of the 
published indexes show unmistakably that business was 
better in January than in December; yet the Federal Re- 
serve Board’s figures for check payments, compensated 
for seasonal variation, point with equal certainty to the 
conclusion that the physical volume of production, dis- 
tribution and trade during January was 5% lower than 
in December. Since most of the published business in- 
dexes are based largely upon production figures, whereas 
check payments embrace every conceivable phase of busi- 
ness activity throughout the country—from hair cuts to 
railroading—we are inclined to believe that the check pay- 
ment index presents a truer and more comprehensive picture. 


— Copper Demand Light 
— Rising Oil Production 
—Rail Gross Higher 
— Packers in Black 


Reserve Board’s index of de- 
partment store sales, was 
60% greater than in Novem- 
ber and nearly 12% ahead 
of December in 1933, while 
the check payment index for 
December showed a 9% 
jump over November. All of 
these are abnormally large increases which must have 
drained the public’s pocketbook temporarily; so that a more 
than seasonally large slump in retail sales during January 
would be a logical aftermath of the holiday spending spree. 
In fact it is already known that department store sales in 
the New York metropolitan area during the first half of 
January dropped to 1% beneath the figures for the corre- 
sponding period in 1934 and, considering the hesitation 
created by the gold clause cases and the depressing effect 
upon sentiment of the plight of the railroads which has 
recently been brought to public attention by the weakness 
in railroad stocks and bonds, it would not be surprising to 
learn that sales during the latter half of January fell off 
even more sharply. 

During the past fortnight our own index of Business 
Activity has begun to droop, despite continued gains in the 
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ness in foreign currencies. Cattle and hogs, on the other 
hand, have risen to a new four-year high. Food prices are 
up 12% within the year, and advanced 2.5% during the 
first half of January-—a circumstance which tends to dis- 
credit hopes that mere extension of the automobile code 
to April might avert further labor trouble. If a tie-up later 
on in the automobile and steel industries is to be avoided 
this is more likely to come from wage increases such as have 
been granted recently by several leading makers of parts. 

Under leadership of the rails, our Common Stock Index 
has sunk to a new low for the current year, in spite of such 
favorable foreign developments as the British-French accord 
on German armaments and signing of the trade pact be- 
tween Brazil and the United States. 


The Trend of Major Industries 


STEEL—Chiefly under the impetus of persistent pur- 
chases by automobile makers, operations in the steel indus- 
try have advanced to around 55% of capacity, and no near- 
by slackening is in sight, unless brought about by an ad- 
verse decision in the gold clause cases, or by possible strikes. 
Automobile body sheet production is now 80% of capacity, 
and the majority of mills are booked to capacity on cold 
rolled sheets for this quarter, with consumers seeking pre- 
ferred position for second quarter. Except possibly for 
slight advances in strips and sheets, no changes in prices 
are expected for second quarter delivery when new sched- 
ules are posted around February 18. Tin plate mills are 
operating at 85% and activity is expected to rise further 
soon because of the greater demand for canned goods caused 
by recent freezing of fresh vegetable growths in the Rio 
Grande valley. Orders for railroad and structural steel are 
at low ebb. 


METALS—Recently released figures of production in 
1934, as compared with 1929, disclose a 78% decrease in 
copper produced in the United States, against a 40% in- 
crease for Canada and an expansion of 55% by African 
mines. In 1929 this country produced half of the world’s 
copper: last year our proportion of the total was less than 
18%. This helps to explain not only the poor profits 
earned by our domestic mines, but also why we are now 
receiving only 6% 


making much of the circumstance that crude output has 
at last fallen well within the Federal allowable, conveniently 
overlooking the successive increases in this allowable, which 
now exceeds last year’s quota by 323,000 barrels daily, or 
15%. This reminds one of the stern father who shouted 
at his willful offspring: “Do as you please: I will be 
obeyed.” Meanwhile gasoline stocks have risen to 4% 
above last year’s level, whereas only two months ago they 
showed a shrinkage of 14%. Hot oil production has ex- 
panded to 55,000 barrels daily, compared with only 11,000 
a few weeks ago. 


RAILS—The first 38 railroads to report for December 
showed an increase of 5.3% in gross and 3.8% in net, as 
compared with the previous December. It is, of course, an 
old story that many of the carriers are not earning their 
fixed charges; but recent softness in their securities is part- 
ly attributable to reports that not a few of the weaker car- 
riers are running low on collateral acceptable to the R F C 
for further loans. 


MEAT PACKING—The meat packing industry is said 
to have come out slightly in the black for its first quarter 
ended January 31, and rising prices for heavy inventories 
(especially of pork products) accumulated at lower levels 
promise better profits for the second, and perhaps third, 
quarter. With an acute feed shortage threatened, high 
meat prices may be expected for some months to come. 


RETAIL TRADE—With falling grain prices, and busi- 
ness payrolls now barely equal to those of a year ago, pub- 
lic purchasing power is no longer expanding at its former 
rate, and leading mail order houses and chain store or- 
ganizations are again meeting with competition destructive 
to profits. 


Conclusion 


General business activity from a seasonally adjusted view- 
point fell off somewhat in January as compared with De- 
cember, though production—especially of automobiles and 
steel—expanded conspicuously. The reaction in retail sales 
thus indicated appears to have been both a natural sequel 

to excessive holiday 
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Answers to Inquiries 











The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not nowa paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








CHASE NATIONAL BANK 


I am about even on 100 shares of Chase 
National Bank, bought in 1932. I am un- 
decided whether to continue holding this 
stock, and I will appreciate your views 
on its prospects—T. L. I., Phoenix, Ariz. 

As was the case with the majority 
of New York City banking institutions, 
the Chase National Bank enjoyed a 
sizable. increase in deposits during 
1934. On December 31, last, these 
stood at $1,639,086,387, as compared 
with $1,338,699,324 a year earlier. 
The stagnant demand for banking ac- 
commodations by those of suitable 
credit standing, however, was clearly 
brought out by a decline in loans and 
discounts to $651,069,766, from $795,- 
192,027 on December 30, 1933. Thus, 
the increase in deposits did not lead to 
a corresponding improvement in earn- 
ings, a large portion of the funds hav- 
ing been maintained in cash or in- 
vested in low yield government and 
municipal bonds. Nevertheless, indi- 
cated earnings for the year amounted 
to $2.01 a share on the common stock, 
or well in excess of the current annual 
$1.40 dividend. In 1933, earnings be- 
fore charge-offs, equalled $3.42 a share. 
Book value per share of common stock 
at the last year-end was $22.85. This 
compared with $28 at the close of 
1933. Assets of the bank have been 
successively written down to conform 
with depression values so that no fur- 
ther sizable write-offs seem probable. 
As a matter of fact, many of the as- 
sets currently carried at a nominal fig- 


ure may become of considerable value 
as general business recovery gathers 
headway. With large liquid resources 
awaiting a revival of demand for 
credit, the Chase National Bank may 
be expected to ultimately reattain at 
least a sufficient proportion of its for- 
mer earning power to justify higher 
prices for its common stock. In the 
meantime, the shares afford a satisfac- 
tory income return and are conserva 
tively priced in relation to book value. 
Hence, maintenance of your position 
therein is believed the logical course to 
follow at this time. 


R. J. REYNOLDS TOBACCO CoO. 


Please advise me tf you counsel reten- 
tion of Reynolds Tobacco “B”, and if you 
consider the present earning power satis- 
factory? I have 150 shares bought at 37 
on advice in your Magazine—D. B. C., 
Bismarck, N. D. 


Reflecting a sharp increase in 
“Camel” cigarette sales, the report of 
R. J. Reynolds Tobacco Co. for 1934 
revealed net income of $21,536,894, 
equal to $2.15 a share on the combined 
common and class B stock, against 
$21,153,721, or $2.11 for 1933. The 
actual earnings improvement was 
greater than would be indicated by 
these figures, however, since net income 
reported for 1933 included $9,003,598 
non-recurring items in the form of a 
profit from sale of the company’s in- 
vestment in its own stock, and an 


advertising expense appropriation 
charged against 1932 earnings, but not 
expended until 1933. Thus, actual net 
income from operations rose from 
$12,150,123 to $21,536,894, or rough- 
ly 75%. Despite dividend payments 
in excess of earnings in the past two 
years, the characteristically strong 
financial condition of the organization 
has been maintained. As at December 
31, last, current assets, including 
$34,161,950 cash and_ equivalent, 
stood at $133,581,616, while current 
liabilities were only $7,735,549. To- 
bacco inventories at the year-end were 
carried in the balance sheet at $90,802,- 
241, an increase of $10,901,237 in 
this item over a year earlier. Since 
leaf tobacco prices are currently the 
highest in many years, the company’s 
profit margin seems likely to shrink as 
low cost inventories are worked off 
and replaced. Until cigarette prices 
are advanced, therefore, the shares may 
continue rather colorless marketwise, 
but on the basis of their apparently 
secure dividend and longer term ap- 
preciation possibilities, maintenance of 
your position therein is advised. 


AMERICAN SUGAR REFINING 
Co. 


I have a very satisfactory profit in 
American Sugar Refining common now. 
I would like to continue holding if you 
think it is still in a generally favorable 


(Please turn to page 525) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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OUR WEEKLY BULLETIN 


Our weekly bulletin of eight pages is 


mailed every Tuesday. It contains clear- 
cut instructions upon the proper action 
to take on the sound issues selected by 
our market technicians; also, concise 
and up-to-the-minute descriptions of the 
Technical Position of the Stock Market, 
the Business Outlook and many informa- 
tive charts and tables. Special editions 
with specific recommendations are mailed 
frequently during the week. 











TELEGRAPHIC SERVICE 


Telegraphic Service is available on our 
three active market programs—Trading 
Advices, Bargain Indicator and Unusual 
Opportunities. Clients throughout the 


country can act on our recommendations 
within a few minutes after they are 
selected and take advantage of impor- 
tant intermediate swings at the most 


opportune time. No extra charge is in- 
volved except the actual cost of wires. 
Messages are worded in our Private 
Code and confirmed by mail the same day. 
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CONSULTATION 
PRIVILEGES 


Our Personal Service Department will 
make a therough analysis of your hold- 
ings upon your enrollment and will ad- 
vise you definitely what to retain and 
what to sell in order to keep your funds 
employed advantageously. During the 
entire term of your subscription we shall 
be glad to have you consult us on any 
issues in which you are _ interested. 











Selected Securities 


offer outstanding 
profit possibilities! 


The prices of many selected securities have been depressed 
awaiting the gold clause decision. With the removal of this 
uncertainty, they should rebound sharply bringing quick and 
substantial profits. They are potential leaders of the normal 
Spring market advance which has been delayed pending the 


gold decision and further developments. 


Our analysts have been alert to the situation. After weighing 
all factors, they are recommending at this time two stocks in 
our Trading Advices averaging under 39; three in our Bargain 
Indicator averaging under 27; and three in our Unusual 


Opportunities averaging under 18. 


To share in the substantial profits offered by these stocks and 
our new advices as made, we would suggest that you attach 


your remittance to the coupon below and mail. Then, tele- 


graph us collect: “Subscription and remittance in mail. Wire 


current .... advices.”’ 


The INVESTMENT ana BUSINESS FORECAST 
OF 
The MAGAZINE E of WALL JTREET 


90 Broad Street Cable Address: Tickerpub New York, N. Y. 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
I understand that regardless of the telegrams I select I will receive the complete service outlined by 
mail, ($125 will cover an entire year’s subscription.) 


Send me collect telegrams on all recommendations checked below. 
our Private Code after our Code Book has had time to reach you.) 


* TRADING 
ADVICES 


(Wires will be sent you in 


Short-term recommendations following the intermediate swings (to 
secure profits that may be applied to the purchase of investment and 
semi-investment securities). Four to six wires a month. Three to five 
stocks carried at a time. $1,000 capital sufficient to purchase 10 shares 
of all recommendations on over 50% margin. 


Speculative investments in low-priced but sound issues that offer 
outstanding possibilities for market profit. Two or three wires a 
month. Three to five stocks carried at a time. $500 capital sufficient 
to purchase 10 shares of all recommendations on over 50% margin. 


Cl UNUSUAL 
OPPORTUNITIES 


Dividend-paying securities entitled to investment rating, with good 
profit possibilities. Two to three wires a month. Three to five stocks 


C7] BARGAIN 


INDICATOR carried at a time. $1,000 capital sufficient to purchase 10 shares of 

all recommendations on over 50% margin. 
Name .ccccccccccccccccccccccccccccesceeceeseseceees Capital or Equity......cccccccccccces 
VE REE UNE RURR Eee RE eT Ree ee EY eee ee ee eI 
City .cccccee Cover ccrcccescccccoceccece Cee rcccccresccees | TTR TTS TE Te 
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® ANYTHING 
@ DOES NOT GO! 


when Shotland and Shotland cus- 
tom tailors your wardrobe. “Any- 
thing Goes” is possibly a good 
name for a successful New York 
show but in our business it’s just 
the reverse. 


May we have the pleasure of 
telling and showing to you the 
meticulous care and detail with 
which we watch over every opera- 
tion needed to create high qual- 
ity and correctly fashioned 
clothes. . . . Our work begins 
with your selectien of a beauti- 
ful imported fabric and carries 
through until you are an espe- 
cially pleased repeat customer. 


May we serve you? Telephone 
BRyant 9-7495. 





Shatlawd & Shutlanw 


a re it? 


574 FIFTH AVENUE .- (et 47th - NEW YORK CITY 

















Dividends & Interest 














February 11, 1935. 

The Board of Directors has declared a quarterly 

dividend of 134% on the Outstanding Preferred 

Stock of this Company, payable on the 15th day 

of March, 1935, to Stockholders of Record at 
the close of business on the 28th day of February, 

1935. Checks will be mailed. 
DAVID BE RNSTEIN, 
Vice-President & Treaz"rer 











Atlas Corporation 
Dividend No. 22 on Preference Stock 


NOTICE IS HEREBY GIVEN that a dividend 
of 75¢ per share for the quarter ending 
March 1, 1935, has been declared on the 
$3 Preference Stock, Series A, of Atlas 
Corporation, payable March 1, 1935, to 
holders of such stock of record at the close 
of business on February 15, 1935 
Wa ter A. Peterson, Treasurer. 





February 5, 1935. 




















To the President of a 
Dividend-Paying Corporation :— 


Why should you publish your dividend 
notices in The Magazine of Wall Street? 


You will reach the greatest number of 
potential stockholders of record at the 
time when they are perusing our magazine, 
seeking sound securities to add to their 
holdings. 

By keeping them informed of your di- 
vidend action you create a maximum 
amount of good will for your company, 
which will result in wide diversification 
of your securities among these influential 
investors. 

Place The Magazine of Wall Street on the 
list of publications carrying your next divi- 
dend notice! 








New York Stock Exchange 


Rails 


















1933 1934 1935 Last Div’d 
A A ——— Sale $ Per 
A High Low High Low High Low 2/6/35 Share 
on ee 80% 3454 733% 45% 555g 41% 42 12 
Atlantic Coast Line................. 59 16% 6414 2416 3744 «2744 274 re 
Baltimore & Ohio.................. ris, 344 123% 14% 104 1034 ss 
Brooklyn-Manhattan Transit........ 41 2135, 447%, 28% 4314 36% 40% t1% 
Cc 
Camatiem Pacis... .. ces ccccceses 20% 1% 18% 10% 1334 11% 1254 aa 
Chesapeaize & Ohio 10020220001. 491, 2455 «485, 393g 0 455G 408g 2.80 
C. M. & St. Paul & Pacific.......... 11% 1 84 2 3 2% 24% - 
Chicago & Northwestern............ 16 14%) 15 34 556 4% 4% 
Chicago, Rock Is. & Pacific.......... 10% 2 6% 1% 25% 1% 
D 
Delaware & Hudson............... 9334 375% 13% 35 4344 32 3214 
Delaware, Lack. & Western......... 46 174 3334 14 19'; 14 143% 
E 
SEEGER Mh an acc aebhoeatwhsusewes 2534 334 247% 93% 14 104 104 
G 
Great Northern Pfd................ 3334 454 324 12144 17% 1256 18% 
H 
Hudson & Manhattan.............. 19 6% 124% 4 5% 4% 4% 
I 
eee 5034 84 38% 1356 174; «12% 12% 
Interborough Rapid Transit......... 1334 4% 17) 5% 155g 1234 13% 
L 
"Serer rere 27%, 8% 21% «9% 114 8% 8% i 
Louisville & Nashville... 2222... 671g 8144 B15 8784 = ATG S89 3914 3 
M 
Mo., Kansas & Texas.............. 17% 534 14% 4% 6% 454 454 
RUIEE UNNI ac inign:0 so 0's sans sae 104 1% 6 1} 3 2 2 
New York ital ee See ok hacut Scot 5814 14 4514 183% 2134 =15% 16 
N. Y., Chic. & St. Louis . 2754 2% 26% 9 13 9% 91 
N. H. & Hartford...........+ 34% 11% 24% 6 84 64% 6% - 
N. 7. Ontario & Western.. cae I6 115% 415 6 4% 43% : 
Norfolk & Western................. 177 111% 187 161 175 167 170 *10 
ee 34% 9% 3614 141% 21% 16% 16% oe 
P 
PeGneviVANN..<: .. .6<6.5sd0ss2sn0 424, 133, 3914 201, 253, 20 20 1 
PAE MONON. ow no so occ cecn ae's 37 3% 38 12 18%, 14% 1414 = 
R 
RN Ona. a Micke ck bese kes 62}2 2314 565 35}¢ 43'; 35 36 2 
s 
St. Lowis-San Fran................. 9 % 4% 1% 2 1% 13% 
Ss Se 3834 11% 3334 14% 19 14 14 
Southern RaW... ....cccccccese 36 4) 3614 11% 16% 11 114% 
T 
EE MENG os nbs hoo on NioveS secs 43 15 4314 1314 2534 «= 2144 
U 
EE > oo caccescesesdsussxs 132 614 1337, 90 11145 96% 9614 6 
Ww 
Western Maryland................. 16 4 174 1% 9% 134 8 
ORIN POMEC -oacees55 cacbasiswes:s 91% 1 814 254 3% 2% 2% 
. . 
Industrials and Miscellaneous 
1933 1934 1935 Last Div’d 
Ree ——s —_—_—_—_. Sale $ Per 
A High Low High Low High Low 2/6/35 Share 
Adams-Millis Corp ................ 80 60 10314 73 3314 29% 293% 2 
ie Metetiem, ERG... oes ccccnce 112 474 113 9134 10534 109% 110% 3 
ES eee 33 11% 23% 165 204% 16% 163% *1.20 
Allied Chemical & Dye............. 152 7034 16034 115% 141 13234 13334 6 
Allis Chalmers Mfg................ 2634 6 2336 10% 17% 15% 16 
Alpha Portland Canon. (ketenes ee 534 20% 114 204% 17 17 1 
IS in oot ne ns 6.5 006 0 4.66 4754 18% 5554 39 563, 4814 55 2 
Amer. ‘Agric. C Chemical (Del.)........ 35 1% 48 264% 567% 47% 53146 2 
American Bank Note............... 2814 25% 11% 17 13% 154% 
Amer. Brake Shoe & Fdy........... 424 9 19% 295, 25% 251% 80 
ESAS 100% 4916 114% 904% 117% 10 112% "5 
ees ere 3934 6% 33% 12 20% 16% 1644 
NS v5 ss 50.0:0:0005:0>5 6144 34 705% 4614 69 6644 67 "316 
American & Foreign Power.......... 19% 3% 1334 3% 5% 3% 3% 
Amer. International Corp........... 15% SOM 4% 02«CO Cité 
Amer. Power & Light............... 19% 4 1244 3 334 2% 25% 
Amer. Radiator & S.S.............. 19 45% 1754 10 16% 13% 13% 
Amer. Rolling Mill................. 31% 5% 28% 1314 24 20 20 
Amer. Smelting & —s-- Pe 1034 6144 304% 40% 32% 33 
Amer. Steel Foundries. . peat ane ae 45% 2614 10% 184% 14% 15% 
Amer. Sugar Refining.............. 74 21% 72 46 6714 +60 601% 2 
ey | OY Se | |g 8644 1254 100% 10634 103 103 9 
OS > rae .. 94% 5034 89 67 865g 81 8254 5 
Amer. Water Works & Elec. . 484 10% 275% 125, 14% 11% 12% 1 
Amer. Woolen Pfd......... .. 67% 2254 8334 36 45% 37% 3734 
Anaconda ead Mining. . 238% 5 1734 10 12% 10 10% 
Armour Co. of Ill........ Sh EN ey. 634 3% 6% 5% 5% A 
Atlantic Refining . .. 88% 12% 3544 21% 255g 2334 24 1 
Auburn eae . 844 31 573% 16% 2934 22% 221 Sos 
Brlatie Corp: Wal... ...cccveeas 16% 516 1034 3% 554 4% 4% 
B 
Baldwin Loco. Works.............. 175% 3% 16 46 65, 5% 5% a 
I ss. scadace rt en} oar | 1a ane aa | Sa 304 ii 
ee, 5 27 7 1934 10% 18 16% 16% ~ 
eS er eee 214% 6% 23% 934 17% 144% 14% ae, 
UN che caeeh<nk abe dvwesadnns 33% 9 40 26 37 34 3514 2 
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Bethlehem Steel Corp 
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Byers & Co. (A. M 


: 
altformian Packitie.,.. .....5..ccccees 
Canada Dry Ginger Ale............. 
TUS) AE ane a ieee Sone 
eG 
CEOS So Sere 
Cerro de Pasco Copper 
Chesa eee 
oo AS. eee 
oS 1 eee 1 
Colgate-Palmolive-Peet............. 
Columbian Carbon................. 


Colum. Gas & Elec 


Commercial Credit................. 
oe Ae nee 
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What 12 Stocks 
Do Experts Favor? 


> noe the past four weeks the stock 
recommendations of leading financial 
authorities have centered about 12 issues. 
The names of these favored stocks, the 
prices at which they are recommended, and 
the number of services which have advised 
their purchase are given in the current 
UNITED OPINION Bulletin. 


Experience has shown that stocks recom- 
mended by three or more financial experts 
almost invariably show better than average 
appreciation. 

O introduce to you the UNITED OPIN- 

ION method of stock forecasting—so suc- 
cessful during the past 14 years—we shall be 
glad to send you without obligation this list 
of 12 outstanding stocks—a list available 
through no other source. 

Send for Bulletin W. S. 12 FREE! 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. ~ xr Boston, Mass. 
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STOCKS — BONDS 
COMMODITIES 


Folder explaining margin requirements, commission 
charges and trading units furnished on request 
Cash or Margin Accounts 

Inquiries Invited 


J. A. Acosta & Co. 


Continuing the business heretofore 
conducted under the name of 


SPRINGS & CO. 
Members New York Stock Exchange and 
other leading exchanges. 


60 Beaver St. New York 
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\Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request. 


Jen hn Muir& (0. 


Established 1898 
Members New York Stock Exchange 
= Broadway NEW YORK 11 W. 42nd St. 





























OPENING AN ACCOUNT 
Many helpful hints on trading procedure and 
methods in our booklet. Copy free on request. 
Ask for booklet MG6 
Any listed securities bought and sold 


(HisHoLM & (HaPMAN 


Established 1907 
Members New York Stock Exchange 








52 Broadway New York 











Read for Guidance 


Thousands of the nation’s business 


leaders read The Magazine of Wall 
Street regularly as a basis to form de- 
cisions for their business. They find the 
analyses of current economic events and 
the charts and indices valuable. 
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Answers to Inquiries 
(Continued from page 520) 








position. Please advise me—V. R. D., 


Bloomington, III. 


With its business primarily that of 
refining imported Cuban raw sugar, 
American Sugar Refining Co. was par- 
ticularly vulnerable to expanding com- 
petition from “off-shore whites” prior 
to the passing of the Jones-Costigan 
Act last year. Under the present sugar 
set-up, however, definite quotas have 
been established, limiting importations 
into the United States of sugar in both 
the raw and refined forms. Thus, fur- 
ther encroachment into the domestic 
market of the foreign refined product 
has been definitely checked. In addi- 
tion to its refining operations, the com- 
pany owns extensive plantations in 
Cuba and is also interested to a lesser 
extent in the domestic beet sugar in- 
dustry. If the Jones-Costigan Act is 
successful in accomplishing the results 
for which it was designed, namely, to 
stabilize the whole sugar industry, 
American Sugar should be among the 
chief beneficiaries. Financially the 
company is in an excellent condition. 
It called for payment, late last year, 
the balance of the original $30,000,000 
bond issue and aside from an insignifi- 
cant amount of mortgages on Cuban 
property, now has no funded debt. 
While the earnings report covering 
1934 operations is not available as this 
is written, it is believed that an im- 
provement will be shown over 1933 
earnings of $4.03 a share on the com- 
mon stock. Thus, the current annual 
dividend of $2 a share would seem 
most conservative. Because of sizable 
bond retirements over recent years, 
however, cash has naturally been re- 
duced and directors may decide to re- 
build this item before increasing dis- 
tributions to stockholders. If you are 
willing to sacrifice some current income 
for longer term increment in value, 
nevertheless, we would counsel main- 
tenance of your position in the issue. 


NATIONAL CASH REGISTER CO. 


Would you advise the purchase of Na- 
tional Cash Register at today’s prices? 
Could you give me your opinion of its 
near and long term prospects, and _ the 
possibilities of a larger dividend?—P. J. 
O., Duluth, Minn. 


The distribution of the products of 
National Cash Register Co. is world- 
wide, some 50% of its output now 
being sold in foreign markets. As busi- 
ness outside the United States has by 
no means been as thoroughly developed 
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serves 1,662 cities and towns of twenty states .. . combined 
population 6,000,000...total customers 1,569,296...installed 
generating capacity 1,586,694 kilowatts...properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary 
























as the domestic markets, sales from that 
source are an important potential fac- 
tor in earnings. While the company 
produces approximately 90% of the 
cash registers employed in this coun- 
try, and these still contribute the 
greater portion of revenues, credit 
files, accounting machines and a widely 
used line of office equipment are also 
manufactured. The sale of accounting 
machines has increased greatly over 
the past few years and now repre- 
sents approximately 20% of the total 
business of the company. Earnings 
have consistently reflected the expan- 
sion and contraction of business activ- 
ity. This is evidenced by the statement 
for the nine months ended September 
30, 1934, when net profit of $1,229, 
751, equivalent to 75 cents a share on 
the capital stock was reported. This 
compared with a loss of $841,907 in 
the similar interval of 1933, and deficits 
of $3,399,264 and $579,624 sustained 
in the years 1932 and 1933, respec- 
tively. As the final quarter is normal- 
ly one of the best from the standpoint 
of sales, it is tentatively estimated that 
the full year 1934 results approximated 
$1 a share. As of September 30, last, 
the financial condition was strong. Cur- 
rent assets of $19,853,680, including 
cash and equivalent of $2,238,914, 
contrasted with current liabilities of 
but $2,657,714. In view of the prob- 
ability that earnings will register still 
further gains over the longer term, a 
more liberal dividend policy is a dis- 
tinct possibility. Hence, your long 
postion in the stock should be retained 
both for income and future price en- 
hancement. 


BORDEN CoO. 


If Borden’s present dividend is secure, 
it seems to me this might be a good time 
to buy this stock for income. Of course, 
the present price might possibly forecast a 
reduction, so I would like your advice be- 
fore acting —M. K., Tacoma, Wash. 


Over-production of fluid milk, with 
its consequent lower price level for all 
dairy products, has adversely affected 


the earnings of Borden Co. during re- 
cent years. This company, the second 
largest in the industry, showed a profit 
of but $1.05 per share on its capital 
stock for 1933, compared with per- 
share profits of $1.71 in 1932 and $3.82 
in 1931. However, the severe drought of 
last summer, with its concurrent short- 
age of forage and feed stuffs may prove 
a blessing in disguise for the dairy in- 
dustry. It is estimated that the supply 
of feed stuffs in the country is barely 
sufficient to last until pasturage may be 
provided in the spring. Consequently, 
the cost of fodder is at such a high 
level, that underfeeding of cattle may 
be expected to cause a decline in milk 
production. Such decline in fluid milk 
production, or increased consumption, 
both of which seem probable over the 
near term, would cause a falling off in 
the conversion of milk surpluses into 
storageable form. Thus, quotations for 
butter, cheese, etc., would rise and 
prices for fluid milk would follow. The 
financial condition of Borden has long 
been featured by a strong current posi- 
tion and its capitalization consists sole- 
ly of common stock. Although earn- 
nings may not have covered dividend 
requirements for the past year, they are 
believed to have exceeded by a sub 
stantial margin the $1.05 reported for 
1933. The sound financial condition 
and favorable earnings outlook suggest 
continuance of the present dividend. 
We feel, therefore, that the stock of- 
fers attraction for inclusion in your 
portfolio around present prices. 


AMERADA CORP. 


Do you believe Amerada’s speculative 
possibilities are fully discounted in pre- 
vailing quotations? What do you think 
of its course from here on?—M. R. T., 
Macon, Ga. 


Amerada Corp. is one of the few 
large companies in the petroleum in- 
dustry, the activities of which are con- 
fined solely to the production of crude 
oil and casinghead gasoline. That this 
policy has proven successful is attested 
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by the fact that the concern has main- 
tained uninterrupted distributions on 
its capital stock at the present $2 an- 
nual rate since 1926, despite the nu- 
merous problems with which the in- 
dustry has had to cope during this pe- 
riod. At the end of 1933, Amerada 
either owned or had an interest in some 
856,150 acres in this country as 
well as 700,000 undeveloped acres in 
Venezuela. In the first nine months 
of last year, the company reported net 
income of $1,446,114, equal to $1.88 a 
share on the capital stock, in marked 
contrast with the $187,933 loss shown 
for the like interval of 1933. This 
earnings improvement reflects the 
higher crude oil price structure obtain- 
ing as a result of the various restrictive 
measures in force. At this writing, the 
report covering the full year 1934 is 
not available, but unofficial estimates 
place earnings at better than $2 a 
share, which would compare with ac- 
tual earnings of 50 cents a share for 
1933. The company’s latest published 
balance sheet, or that dated December 
31, 1933, revealed a current ratio of 
approximately 9 to 1. Cash alone was 
greatly in excess of current liabilities, 
and there were no bank loans or 
funded debt outstanding. While the 
Supreme Court's recent decision inval- 
idating the President’s ban on inter- 
State shipments of illegal crude was 
believed by many to presage a com- 
plete break-down of the crude oil price 
structure, nothing of the sort occurred. 
A strengthened Texas hot-oil law is 
now in force, which seems to be hold- 
ing the illegal operators in check. Since 
oil executives themselves realize that 
the future of the industry depends 
upon the elimination of unrestricted 
production, some satisfactory solution 
to this problem doubtless will be even- 
tually found. On the basis of its ex- 
cellent record and indicated high per 
share earning power under more nor- 
mal conditions, in the industry, Amer- 
ada Corp. capital stock is not be- 
lieved over-priced and should be held. 


INTERNATIONAL PAPER & 
POWER CO. 

Holding 200 shares of International 
Paper & Power Class A stock, I would 
appreciate your views as to its market out- 
look. Do you feel that the company’s earn- 
ings are likely to soon support higher 
prices for the stock, or would you suggest 


a switch to another situation?—W. P. V., 
Long Beach, Calif. 


As its name implies, the International 
Paper & Power Co. derives its income 
from two major sources, namely, paper 
and electric power. Control of its two 
interests is held through the Interna- 
tional Paper Co. and the International 
Hydro Electric System, subsidiaries. 
The paper end of the business has long 
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been operated at a loss and while nu- 
merous economies have been effected 
by the management, the over-capacity 
of the industry, especially insofar as 
newsprint is concerned, has prevented 
sorely needed price advances. The 
utility division is currently feeling the 
adverse effects of increased operating 
costs, and high taxation, while the pos- 
sibility of necessitous rate reductions 
becloud the outlook. The consolidated 
income account of the International 
Paper & Power Co. for the nine months 
ended September 30, 1934, clearly re- 
veals the unsatisfactory conditions ex- 
isting in its business. During that pe- 
riod, the company sustained a net loss 
of $3,625,127, against $3,343,231 loss 
in the like period of 1933. The show- 
ing for the September quarter was the 
most unfavorable for the year, with 
net loss of $1,581,572, contrasting with 
$431,259 profit in the like interval of 
1933. While the company’s report for 
the full year 1934 has not as yet been 
released, indications are that the show- 
ing will be even less favorable than that 
for 1933, when there was a deficit of 
$3,939,000. With substantial amounts 
of bonds and preferred stocks preced- 
ing the Class A stock of the parent 
company, and with the earnings out- 
look for the organization none too 
promising, from a medium term stand- 
point, at least, we feel that advantage 
might well be taken of any slight ad- 
vance to liquidate your holdings and 
transfer funds to other more attractive 
media. 


AMERICAN MACHINE & 
FOUNDRY CoO. 

Do you consider American Machine & 
Foundry still attractive at current levels? 
Would you continue to hold it for price 
appreciation and income?—E. R. W., 
Washington, D. C. 

Practically all of the machinery used 
in the manufacture of cigars and cigar- 
ettes in the United States is produced 
by the American Machine & Foundry 
Co. In an effort to lessen its depen- 
dence upon the tobacco industry, the 
company has developed a number of 
machines employed by the. baking, 
printing and paper industries. These 
lines give promise of bolstering earn- 
ings as general business recovery gath- 
ers momentum. During the depression 
the low consumption of cigars and 
cigarettes, caused by reduced public 
purchasing power, was naturally re- 
flected in earnings of the subject or- 
ganization. In 1933, earnings equal 
to 95 cents a share, were the lowest re- 
ported since 1926. With the increase 
of operating costs and higher tobacco 
prices the demand for more efficient 
labor-saving machinery has increased 
among the cigar and cigarette manu- 
facturers. In 1934 it was reported that 


sales of a new machine, capable of 
turning out 1,400 cigarettes per min- 
ute, to replace existing machines of 600 


per minute, were satisfactory. In ad- 
dition, a new type of tobacco stripping 
machine was developed last year, the 
expense of which was taken care of out 
of earnings. Nevertheless, earnings 
for the full year 1934 are believed to 
have exceeded by a narrow margin the 
95 cents earned in the previous year. 
A strong financial condition has been 
maintained. The balance sheet of 
June 30, last, revealed current assets 
of $3,610,410, including cash and mar- 
ketable securities alone of $2,241,750, 
as compared with current liabilities of 
only $510,628. The probability of a 
further increase in cigar and cigarette 
consumption during the coming year 
points to higher earnings for the com- 
pany. Consequently, maintenance of 
the present 80 cents annual dividend 
appears assured, with the possibility of 
an increase later. On this basis, reten- 
tion of your holdings for income and 
appreciation is advocated. 


GENERAL RAILWAY SIGNAL 
Co. 


Please give me a brief outline of the 
business and market prospects for General 
Railway Signal common stock. Do you 
think its dividend safe? Do you consider 
it a good moderate speculation?—D. M. P.. 
Richmond, Va. 

For many years, General Railway 
Signal Co. has been a leading manu- 
facturer of railway safety and signal 
devices. Through its affiliate in Eng- 
land the company does a substantial 
foreign business. The domestic roads 
are still only about 50% equipped with 
safety devices and an extensive poten: 
tial market thus still exists in this 
country. The company is entering 
1935 with a more favorable earnings 
outlook than has been the case since 
its business started to decline in 1931. 
Purchases by the railroads have been 
kept at a minimum since that date, 
due to their low level of traffic and 
earnings. As a consequence, a tre- 
mendous pent-up demand exists for 
new equipment and replacements. 
After reaching a peak of $3,118,345 in 
1929, equivalent to $8.45 a share on 
the common stock, earnings of the sub- 
ject concern declined steadily through 
1934 when a deficit of $342,150 was 
reported. In connection with the re- 
port for 1934, it was disclosed that the 
company on January 1, 1935, had or- 
ders on hand considerably above the 
average dollar value of orders on that 
date for the previous ten years. Since 
the greater portion of orders booked in 
the final half of last year were of the 
type requiring considerable preliminary 
engineering work before actual produc- 
tion started, their benefit to the com- 
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pany was not revealed in the earnings 
statement for 1934. The absence of 
both bonds and preferred stocks in the 
capitalization places the common in a 
position to participate directly in an up- 
turn of earnings. The strong financial 
position maintained by the company as 
well as the probability of a near term 
increase in sales suggest continuation of 
the present annual dividend of $1 a 
share on the common. In our opinion, 
therefore, your stock should be re- 
tained as an attractive speculation. 








Why Liquor Stocks Are 
Behind the Market 


(Continued from page 511) 








the United States. Further, they are 
of the opinion, that the bootlegger can 
be effectively curbed by prosecuting 
him for tax evasion, more so than by 
raids and attempting to convict him in 
the courts for bootlegging. In fact, 
the Government has made considerably 
more progress in this direction than is 
generally known, or realized, and one 
liquor executive expressed the belief 
that in a few years the bootlegger 
would be as extinct as the stagecoach. 

There is also the opinion in the 
industry that due to the political com- 
plications, it is doubtful that any re- 
duction in liquor taxes could success- 
fully be legislated. It is pointed out, 
however, that the price of liquor to 
the consumer could be lowered if the 
tax was collected at the point of sale 
rather than at the initial source of sup- 
ply, as is done at present. This would 
avoid the pyramiding of taxes when 
the wholesalers’, as well as the retailers’, 
mark-up is added to original cost, which 
has already included the taxes. The 
dificulty being, however, that this 
change would require pretty complex 
collecting machinery. 

It is probably safe to conclude, there- 
fore, that there will be no reduction in 
Government taxes, at least. Last year 
liquor taxes received by the Govern- 
ment, including those received from 
malt brews, totalled more than $374,- 
000,000, or over $1,000,000 a day. 
From these figures it is indicated that 
consumption of distilled spirits and 
wine, including imports, was around 
42,000,000 gallons, or only half of the 
five-year average for the period ended 
with 1917. Even allowing for the 
fact that only 33 states and the District 
of Columbia have legalized the sale of 
liquor, and acknowledging the con- 
tinued restriction in public purchasing 
power, these conditions do not account 
for the apparent decline in consump- 
tion. The answer is that the figures are 
both misleading and inaccurate, so far 
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as indicating present consumption is 
concerned. 

In the first place, since 1917 there 
has been a 25% increase in population 
and, secondly, if personal observation 
counts for anything, consumption of 
beer, wine and liquors today is on a 
much wider scale than in the days pre- 
ceding Prohibition. Consumption in 
the home is substantially greater and 
surely it is no secret that the quantity 
of all alcoholic beverages consumed by 
women is considerably more today than 
it was fifteen years ago. No, it is not 
that consumption is less, but simply 
that the Government is collecting taxes 
only on half of it. 

That portion of the market which 
the bootleggers have gained may be ex- 
pected to revert to the legitimate inter- 
ests in the same degree that the Trea- 
sury Department is successful in stamp- 
ing out these tax-evaders. 

From the foregoing discussion of the 
internal conditions of the liquor indus- 
try, one hardly seems justified in con- 
cluding that the industry, and particu- 
larly the two companies in question, 
is headed for a period of drastic read- 
justment and disruption. If any- 
thing, the current year should witness 
a definite improvement in the position 
of the industry and further progress 
toward solidification. In any event, 
and looking no further ahead than the 
situation stands today, it seems quite 
apparent that all of the chaos, confu- 
sion and unfavorable publicity which 
attended the first year of Repeal has 
had much to do with the sub-normal 
market appraisal which is accorded to 
the shares of the two leading com- 
panies. Yet by shrewd and foresighted 
management these same companies have 
visibly strengthened their position and 
have every opportunity to develop into 
sound and prosperous organizations. 

Granting that earnings of both Na- 
tional Distillers and Schenley Distillers 
in the first year of Repeal supply no 
criterion of probable results in the fu- 
ture, inasmuch as they were unduly 
stimulated by the necessity of accu- 
mulating stocks in wholesalers’ and re- 
tailers’ hands, the results were such as 
to permit generous allowance for non- 
recurring conditions and still leave 
earning power which may be regarded 
as pretty satisfactory in these days. In 
time to come, the industry will prob- 
ably be on a basis where, other things 
being equal, there will be no more 
variation in year to year earnings than 
is now the case in the earnings of repre- 
sentative cigarette, food and other com- 
panies favored by a more or less con- 
stant factor of consumer demand. 
When that time comes such issues as 
National Distillers and Schenley are 
likely to sell at a level equal to from 
ten to twelve times annual earnings. 
In the meantime, and until supplies 














KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of re 
Street, 90 Broad Street, New York, N. Y. 





‘ODD LOT TRADING’’ ; 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, 
a security advisory service conducted by 
The Magazine of Wall Street for over 
16 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (783) 


‘*TRADING METHODS’’ 

This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 

INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


MARGIN —— COMMIS- 
SION CHARGE 
J. A. Acosta m2 Co., have prepared a folder 
explaining margin requirements, commis- 
sion charges and trading units. Copies 
gladly sent investors and traders. (939) 


UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 

















How Do Investors Rate 
Your Company's 
Securities? 


Investors are beginning to think of your 
securities as long-term investments. 

Of course, they are interested in just 
how well your earnings have held up and 
also whether your Company will be one of 
the first to profit by any pickup in business. 

The primary question will be whether or 
not you can maintain your present dividend 
yield or possibly increase it. 

Keep investors informed of your dividend 
action by publishing your policies. Take 
advantage of one of the prime makers of 
good will for your company among secur- 
ity-buyers ! 

More than 50,000 bona fide investors 
constituting the cream of stockholders of 
record in leading corporations read each 
issue of THE MAGAZINE OF WALL STREET 
for investment suggestions. 

Your dividend notice published in these 
columns will be read by security-buyers 
at the time they are seeking sound securi- 
ties to add to their holdings. 


Add The Magazine of Wall Street 
to your list of publications carrying 
your Company’s dividend notices! 


THE MAGAZINE 
OF WALL STREET 
90 Broad St. New York, N. Y. 
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Price Range 
Recent 
Name and Dividend High Low Price 
Alum. Co. of ae. eer 52 % 424% 
Amer. Cyanamid B ( 17% 153% 16 
Amer. Gas & Elec. (tao). 21% 19% 19% 
Amer. Lt. & Tr. (1.20)...... 19% 17% 17% 
Amer. Superpower......... 114 1 1 
Assoc. Gas Elec. “AM... - 6 Me 
SS) See 9% 8 8% 
Cities Service........ 1% 14% 1% 
Cities Service Pfd.. 1334 104% 10% 
Cleveland Elec Ilum. (2)... 2614 2314 26532 
Colum. G. & E. cv. Pfd. (5). 5645 57 
Commonwealth Edison woods 554% «47% 5 
Consol. Gas Balt. (3.60).. 563%, 652 v4 5654 
Cord Corp. ({.25).......... 4% 3% 33% 
ey eae 10% 8% 9 
Creole Petroleum . : 18% 11% 12 
Distillers Cp. Seag. . . 18% 185% 16% 
Elec. Bond & Share........ 7% 5 5 
Elec. Bond & Share Pfd. (6). 4314 8734 43 
Elec. Pr. Assoc. (.40)....... 4 3 3% 
Fisk Rubber. 14% 734 8 
Ford Mot. of Can. “A” (1%) 32% 2834 29% 
Ford Motor, Ltd........... 94% 1% 1% 

















of aging liquor can be placed on the 
market, shareholders cannot expect 
large dividends. The necessity of placing 
a large portion of working capital into 
inventory coupled with the necessity 
of advancing merchandise to state stores 
on liberal credit terms (this is becom- 
ing less a factor than at the outset of 
Repeal) will tend to restrict cash and, 
by the same token, dividends. For the 
next year or more, at least, both com- 
panies should be favored by a rising sales 
volume, resulting both from the legaliz- 
ing of liquor in states still “dry”, and 
the gradual suppression of the boot- 
legger. All in all, therefore, the shares 
of both National and Schenley Dis- 
tillers would seem to offer better-than- 
average speculative value and the prom- 
ise of increasing dividend returns in 
the future. 








Dead Goose Lays No Eggs 
(Continued from page 497) 








interest or current expenditures). 
These certificates would be in the na- 
ture of “acceptancies” of the tax 
payer, fully negotiable and carry su- 
perior title to the property involved. 
Their safety would not be threatened 
by future capital levies, for these are 
to cease. 

Likewise, large amounts of personal 
property (principally notes of various 
classes) taxable under the law, are not 
on the rolls, having been purposely con- 
cealed to avoid tax. Proper penalties 
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1935 
Price Range 
—————. Recent 
Name and Dividend 09 Low Price 
eee 711% 604% 60% 
Glen Alden. Coal se)... 24 20 2044 
Great A. & P. Tea N. “V: (). 139 126 12634 
ore ane OS eee 238% 204% 213 
4 6. 23ers 607 55 55 
Hudson Bay M.&S........ 184% 114% 12% 
Humble Oil (1)............ 484% 44 45% 
Imperial Oil (*.80)......... 174% 16% 16% 
Lake Shore Mines (*4)..... 55 48 
National Sugar Ref. @) -... 88% 81% 388 
Niagara Hudson Pwr....... 3 3 3% 
Pan-Amer. Airways ¢: - 433%, $8396 42 
om Mfg.. 894% 743% 1% 
Pitts. Pl. Glass (L. ‘60).. 30% 53146 55% 
Sherwin-Williams (3) . 85% 
South Penn Oil (1 20). cae pba 23) 224% 23 
Swift & Co. (*.75) . Eee Bis 174% «18 
Swift Int’l (2) .. 35 31 3314 
United Founders........... #6 % 
United Lt. & Pwr. A.. a 17 KR 1 
United Shoe Mach. (*416 é): 754% £70 7234 
Walker Hiram H. W. 31% 255, 30 


* Includes extras. t Paid last year. 








would draw these items out of hiding 
to participate similarly in the liquida- 
tion of the old system. 

2. Maintenance Taxes: 

The community, having the same 
earning power, would have the same 
tax paying power as before the “value” 
base was abandoned; the difference 
being, tax for current expenditures 
would come out of current production 
and profit. The activities of the com- 
munity, in other words, shall maintain 
the community. 

Many experiments have been made 
by the states, with various levies, in an 
effort to supplement the revenue from 
the ever failing “value” tax. Hence 
they are not altogether new and un- 
tried. These levies have taken the 
form of “Severances”, “Gross Profits”’, 
most important “Retail Sales” and 
many others. Add to these a tax on 
the Operating Income from Real 
Estate (such as “Production” and 
“Rentals”),—and we have a tax field 
adequate to yield all the revenue re- 
quired for community maintenance, in- 
cluding the servicing of outstanding 
bonds. 

3. A Possille New Tax to Reduce 
Public Debt: 

It should be our reasonable hope, in 
fact it should be our planned objective, 
to lift real estate values very substan- 
tially by this change in tax policy; to 
the end, primarily, that thus we may 
re-establish normal liquidation, restore 
confidence, renew building activities 
and lift the general standard of living. 
That this advance toward universal 
prosperity would ensue cannot be 
doubted. However, of almost equal 


importance is the fact that this incre- 
ment of land value so accruing (as and 
when it is realized by sales) would also 
give us a tax field hitherto not avail- 


able. The “Gross Profit” on real estate 
sales would be ascertained from a base 
appraisal which has been arbitrarily 
fixed at the inception of the law, (or 
it could be anchored to recent ad valor- 
em appraisals). Tax on such “Gross 
Profit” should be high, for the com- 
munity is the most potent contributing 
factor in creating the value. Revenue 
arising therefrom should be used exclu- 
sively to (a) retire outstanding bonds 
(b) provide future improvements. 
This is a “Capital Gains”. 

4. Capital Levy for Bankrupt 
Communities : 

Sovereignty cannot abdicate. The 
state must needs have her right of Cap- 
ital Levy (and confiscation). A capi- 
tal levy, however, should never be in- 
voked except when a community is in 
a failing or bankrupt condition; in 
which case all capital assets of all 
forms appertaining to such community 
should sustain an equal and uniform 
levy, in seeking to reestablish a sol- 
vent status. 

Synopsis: (1) Liquidate Capital 
Levy (ad valorem) tax and discontinue 
it as a source of general revenue. (2) 
The Community must support its cur- 
rent expenditures from its current ac- 
tivities. Different forms of “sales” 
tax including “operating income” from 
real estate are adequate and have prov- 
en successful. (3) The Community 
should participate in “gross profits” of 
real estate turnover and apply such 
revenue to the payment of existing debt 
and to future public improvement. 
(4) No Capital Levy ever again, ex- 
cept to readjust the affairs of a com- 
munity that is found to be in a failing 
or non-solvent condition. Our per: 
sistence in the use of such Capital Levy 
(ad valorem) as a source of general 
revenue is the cause of universal fear 
and apprehension, which no amount of 
coddling has been able to allay. It is 
as essential to general prosperity that 
real estate be mobile as that bank as- 
sets be liquid. A continued frozen 
condition of either is fatal. 





In the Next Issue 


What’s Wrong with the 
Merchandising 
Stocks P 


For other features see page 479 
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Happening in Washington 
(Continued from page 487) 








oe 


These old enemies see promising 
prospects of fighting under the same 
flag in 1936, against revolutionary and 
altogether heterodox foes. Forecast is 
that Roosevelt, the radical bogey of 
many Conservatives today, will be the 
Conservative leader in 1936, and that 
without being one whit less liberal than 
he is now. 


Political Banking seems almost cer- 
tain for this devoted country. Ad- 
ministration (Eccles) proposed revi- 
sion of Federal Reserve makes that 
institution merely a government bank- 
ing department. Way is opened for 
currency inflation without resort to 
government printed money. Nation 
seems destined to go through a banking 
revolution. To the present system of 
multitudinous units, many of them in- 
herently weak, we are likely to add a 
wildcat control under the whims of 
politicians and money cranks. Eccles 
is a paper money man at heart. Real 
trouble is that the President is not 
monetarily orthodox and is vagrantly 
fascinated by the simplicity of the 
theory that a nation’s economy can be 
regulated by pushing a money button. 


Washington business impres- 
sions: Farm income will probably be 
larger in 1935 than in 1934, but pur- 
chasing power likely to be less. Auto- 
mobile industry (contrary to its fore- 
cast) will not sell so many cars as last 
year because of rise in cost of living. 
Private building, unassisted by Govern- 
ment, will be retarded for some reason. 
N R A and other governmental boost- 
ing of costs of production prevent ex- 
pansion of volume of production based 
on low prices. Presidential policy still 
looks toward artificially higher price 
level. Rigid work week legislation will 
invite business relapse. Reciprocity 
treaties will have real and imaginary 
ill effects on some industries and com- 
munities, but increased foreign trade 
is only way to avoid distressing domes- 
tic readjustments. Russia definitely out 
of American foreign trade picture. 
Gold decision as causing only passing 
shock or filip to business and security 
markets unless it should result in re- 
turn to old gold standard; in that case, 
temporary setback, then new impetus 
for recovery. Continued employment 
betterment for some months—one gov- 
ernment unit reports 50 per cent of its 
waiting list has found employment else- 
where. Wholesale and retail trade to 
continue stride of recent months. Dur- 
able goods industries to experience 
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some expansion regardless of building 
industry. Securities markets to im- 
prove during year, barring some epi- 
sode that may start a new collapse of 
confidence. 


Depression of investment inter- 
est is feared because of Wheeler-Ray- 
burn Holding Company bill. Inten- 
tion is to jam it through before utility 
investing public is aware of its danger. 
Conservative Senators have given as- 
surance that the bill will be decidedly 
altered before it ever becomes a law. 








With Our Readers 
(Continued from page 477) 








industry, unemployment would cer- 
tainly be greatly reduced. It might be 
difficult to accomplish this by law, ex- 
cept within government services. In- 
dustry should find it to its advantage to 
see that industrial jobs go to those who 
would otherwise be on the relief rolls. 

Almost any section of the country 
has considerable numbers of married 
women who hold good clerical and 
educational positions. These jobs could 
with advantage be filled by those who 
would otherwise have to be supported 
by the taxpayers. Furthermore, a mar- 
ried woman employee has not so great 
a need for her salary and as a result 
her pay does not move into circulation 
to the extent as would the same amount 
if drawn by the head of the family. 

Married women have been reported 
largely replaced in Germany and Italy. 
This could be done in the United States 
with less dislocation and disturbance to 
business than is entailed in any of the 
other paliatives now in vogue. Esti- 
mates indicate that while unemploy- 
ment has been reduced since March 4, 
1933, there are at present more work- 
ers without jobs than there were upon 
the day President Roosevelt was elected. 
This is food for thought. 

While economic considerations are 





the main argument above, the cultural 
advantages of putting wives and moth- 
ers back into the homes is obvious.— 


F. L., San Diego, Calif. 


Sirs: 

“Light, heat, and power are just as 
essential to a city as water and should 
be furnished without profit” is a state- 
ment attributed to Mayor LaGuardia 
in discussing the plan for a city-owned 
electric power system. This statement 
is very erroneous in that water is not 
now furnished without profit to the 
taxpayers of this city. During a period 
of forty years it has been shown from 
the records of the Department of 
Water Supply, Gas & Electricity that 
a substantial profit has accrued to the 
city for this service over and above 
cost of operation, interest and amor- 
tization of bonds and depreciation. 
Since the recent increase of 50 per cent 
in water rates, this profit has materi- 
ally increased. It seems to me that in 
the present controversy, it is not so 
much a question of a service rendered 
with or without a profit as it is a politi- 
cal issue of the parties who pay for 
such service. 

A further statement has been attrib- 
uted to Mayor LaGuardia in which 
he stated that all services rendered by 
the city must be self-sustaining. Here 
again we have a political aspect enter- 
ing the situation. All services of the 
city are now self-supporting or will be 
made so except transit fares. The rea- 
son is not hard to find. Fares are paid 
not by the taxpayers but by individual 
voters. 

The mayor states that light, heat and 
power should be furnished at cost. 
This is such a broad statement that it 
must include coal and fuel oil. Does 
this mean that the city will also em- 
bark upon municipal ownership of 
coal mines and oil wells for the sale 
of such commodities; I do not think so 
—again for political reasons. The 
largest percentage of coal and fuel oil 
is purchased not by tenants or voters 
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N. Y. Times 
N. Y. Times —Dow, Jones Avgs.— -——50 Stocks——, 
40 Bonds 30Indus. 20 Rails High Low Sales 

Monday, January 28........ 83.47 101.51 33.71 85.03 83.94 692,110 
Tuesday, January 29........ 83.15 100.69 33.37 84.62 83.58 574,890 
Wednesday, January 30..... 83.00 101.00 33.42 84.62 83.83 426,540 
Thursday, January 31....... 82.83 101.69 33.75 85.18 84.42 525,330 
Friday, February 1......... 82.87 101.53 33.42 84.93 84.17 493,580 
Saturday, February 2....... 82.83 102.20 33.49 85.17 84.40 399,090 
Monday, February 4........ 82.64 101.56 33.13 85.07 84.31 345,055 
Tuesday, February 5........ 82.43 100.74 $2.47 84.29 83.47 558,780 
Wednesday, February 6..... 82.26 100.23 31.79 83.69 82.90 557,040 
Thursday, February 7....... 82.49 101.00 32.25 83.83 82.80 524,330 
Friday, February 8......... 82.69 102.35 33.20 84.85 83.70 587,260 
Saturday, February 9....... 82.88 102.66 33.18 85.07 84.61 293,300 
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Bank, Insurance and 
Investment Trust Stocks 




















Quotations as of Recent Date 


BANK AND TRUSTJCOMPANIES 
Bid Asked 
Bankers (3) 
Bank of Manha 
Bank of N. Y. & Trust do. 
Central — wn 
Chase (1.40) .. 


\y 
2314 


2534 
41 


SS aaa 
Public (1.50) 
United States Trust (*70) 


INSURANCE COMPANIES 
Aetna Fire (1.60) .. 


Globe & Rutgers 
Great American ao) 
Hanover F. (1.60 
Hartford Fire &). 


INSURANCE COMPANIES—(Continued) 
Asked 


Home (*1.20) .. 
‘National Fire (2).. 


Travelers (16) 
United States Fire (*1.70) 
Westchester F. (*1.40) 


INVESTMENT TRUSTS SHARES 


ane. tes Trust 7% Pfd.. 1314 
Sec. $3 Pfd... 44 


Corporate Trust—AA 

Fidelity Fund 

Incorporated Investors . 

Mass. Invest .. 

Nation-Wide Securities B ... 

No. Amer. Trust Shares 1958 
uarterly Income Shares 
econd Intl. Securities A......... 
Do 6% Pfd 

Spencer Trask Fund 

U. S. & British Interl. Pfd........ 

Uselps Voting Shares 


* Includes extras. 











but by a minority—the taxpayer and 
real estate owner. 

The whole matter simmers down to 
a play for the galleries—the so-called 
“forgotten man.”—O. B., New York 
City. 





What Annual Statements 
Show 


(Continued from page 516) 











pany manages to liquidate the accumu- 
lated dividends on the preferred—now 
some $8 a share. The most significant 
change in the balance sheet at the end 
of 1934 was the $3,400,000 increase 
in cash. 

* *k£ & & 


Libbey-Owens-F ord— 
Retires Own Stock 


The Libbey-Owens-Ford Glass Co. 
reported a net profit of $3,161,832 for 
1934 after depreciation, taxes, etc. This 
was equivalent to $1.24 a share on 
2,549,864 shares of no-par common 
stock and compared with $1.65 a share 
in 1933. During 1934, the company 
bought 27,700 shares of its own stock 
at an average price of $25.66 a share 
and retired them. The open market 
price for the stock currently is about 
$28.50 a share, so that there seems to 
be prima facie justification for the com- 
pany’s actions in connection with its 
own stock. In the balance sheet as of 
December 31, 1934, the most impor- 
tant change appeared to be the increase 
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of $1,700,000 in the combined item, 
cash and U. S. Government securities. 








Giant Steel Merger on Trial 
(Continued from page 514) 








look. Under the existing set-up all 
stockholders of the Republic Steel 
Corp. are speculating on business im- 
provement. If the company’s business 
fails to grow better, they will obtain 
no benefit, plan or no plan; it is only 
in the event that the company’s busi- 
ness registers further improvement that 
they can receive anything from their 
investment and, so far as one can see, 
they are likely to obtain as much, if 
not more, under the plan as without it. 
What are the prospects of further im- 
provement in the company’s business? 

Over the near-term the outlook for 
Republic is good: who, under the pres- 
ent circumstances of monetary and po- 
litical uncertainty could look further? 
Steel operations for the country as a 
whole are about 56% of capacity and, 
with the automobile industry not yet 
at its peak, they are likely to go still 
higher. Undoubtedly, Republic has 
participated fully in the upturn and in 
all probability actually is making 
money. Although the company will 
certainly report a loss for the full year 
1934, any disappointment arising from 
this will be tempered by the knowl- 
edge of the relatively excellent showing 
that is being made in the current quar- 
ter. 


Although not altogether logical, F 
public’s stockholders will derive come 
fort from the thought that they 
embarking (assuming the permission of 
the anti-trust laws) upon merger and 
recapitalization under the good omeqi 
of mounting steel activity. 
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What’s Ahead for the 
Market? 


(Continued from page 485) 














ders what the Government's attitude = 
toward it really is. : 

Yet standing out above every pend- | 
ing move at Washington is the Ad- = 
ministration’s proposed “bank reform” © 
legislation, which in effect would make 7 
the Federal Reserve System virtually a | 
Treasury-dominated Federal central 7 
bank. A government which is spend- | 
ing and borrowing more than any gov- 7 
ernment ever before did in peace time ~ 
could not assure itself of a more con- 
venient financial vehicle in which to 
coast indefinitely along the road of 7 
budgetary inflation. 

Some day our ride along this road in 
all probability will become a very ex- 
citing one, quiet as it may seem today. 
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come less and less as the demands by 
government grows more and more. 

Already our standard of living is 
declining as a result of fear and iner- 
tia and appalling Government expendi- 
tures. Of the 25 billion dollars that 
were spent in retail trade last year, 5 
billions are accounted for by Govern- 
ment relief expenditures. Such facts 
must be considered in the calculations of 
every business man when he makes his 
plans for 1935-36. Thoughtful men 
are filled with anxiety for the future 
if we do not retrench and take out of 
the hands of Government bureaus the 
economic direction of those activities 
which are proving so costly to the 
country. 

It has taken five hundred years for 
men to progress up to this point from 
the Dark Ages. It has taken three 
hundred years of hard toil to develop 
this nation to its present level. And 
yet the work of many generations can 
be destroyed in the space of a few 
years by thoughtlessness which disor- 
ganizes, by waste which does not pro- 
duce, and extravagance which is the 
base for too much of the taxation 
which is being levied. 
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Quotations as of Recent Date 


BANK AND TRUST{JCOMPANIES 





Bid Asked 

NE Se wikie nae 5814 6014 
Bank of Manhattan (1!4)........ 22 2314 
Bank of N. Y. & Trust Cae. ‘eeasen 365 375 
Central Hanover (6) . + 120 
ED a bik sb es.0 ou scenscee ( 
Chemical (1.80) 
SS eee 
Corn Exchange (3) 
E: Ras schol eaeoe 
First National (100 
Guaranty (20)..... 3 
pees Trust (1)..... 53 

pag sea @. Rates ois oee slaves 22 2314 
New York (5) ewenceeeca hae 105 
tl ea 2914 31 
United States Trust (*70)........ 1645 1695 

INSURANCE COMPANIES 

Pies TAD). 5 oon cence cee 47 49 
Ae 0 See 17% 1834 
oS SG) ee eee 21% 
Glens Falls (1.60) ............... 3334 3534 
Globe & Rutgers................ 26 30% 
Great American (1). Be Nk atin 21 221% 
OA SO Ee 3214 3414 
nen 5634 5834 


INSURANCE COMPANIES—(Continued) 


Bid Asked 
SS oc) ark | 4 28 
‘National Fire (2) .. Re ek as lab 57 59 
eS «Ee ee 734% 754% 
EN kG iickis gees onde 319 329 
I ns a daha oie nco.0 se Oe 402 412 
United States ~~ my 70) .. . 483% 4534 
Westchester F. (*1.40).......... 2934 304% 


INVESTMENT TRUSTS SHARES 


Amer. Founders Trust 7% Pfd.... 1314 17 
r. & Gen. Sec. $3 Pfd ppebeese a4 48 
| 3” ES 105% 11% 
Corporate Trust—AA............ 2.06 2.19 
4 eS 37.75 40.67 
Incorporated Investors... eee 2 
Mass. Invest ..... . 1... 18.38 19.96 
Nation-Wide Securities B........ 2.80 2.90 
No. Amer. Trust Shares 1958..... 2.11 ca a 
uarterly Income Shares........ 1.19 1.30 
econd Intl. Securities A......... 14% 2% 
oS. Se: 35 38 
Spencer Trask Fund. ..13.88 14.76 
U. S. & British Interl. Pfd. . 614 9 
Uselps Voting Shares............ .48 . 56 


* Includes extras. 





but by a minority—the taxpayer and 
real estate owner. 

The whole matter simmers down to 
a play for the galleries—the so-called 
“forgotten man.”"—O. B., New York 
City. 
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pany manages to liquidate the accumu- 
lated dividends on the preferred—now 
some $8 a share. The most significant 
change in the balance sheet at the end 
of 1934 was the $3,400,000 increase 
in cash. 

* ko x & 


Libbey-Owens-Ford— 
Retires Own Stock 


The Libbey-Owens-Ford Glass Co. 
reported a net profit of $3,161,832 for 
1934 after depreciation, taxes, etc. This 
was equivalent to $1.24 a share on 
2,549,864 shares of no-par common 
stock and compared with $1.65 a share 
in 1933. During 1934, the company 
bought 27,700 shares of its own stock 
at an average price of $25.66 a share 
and retired them. The open market 
price for the stock currently is about 
$28.50 a share, so that there seems to 
be prima facie justification for the com- 
pany’s actions in connection with its 
own stock. In the balance sheet as of 
December 31, 1934, the most impor- 


tant change appeared to be the increase 
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of $1,700,000 in the combined item, 
cash and U. S. Government securities. 
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look. Under the existing set-up all 
stockholders of the Republic Steel 
Corp. are speculating on business im- 
provement. If the company’s business 
fails to grow better, they will obtain 
no benefit, plan or no plan; it is only 
in the event that the company’s busi- 
ness registers further improvement that 
they can receive anything from their 
investment and, so far as one can see, 
they are likely to obtain as much, if 
not more, under the plan as without it. 
What are the prospects of further im- 
provement in the company’s business? 

Over the near-term the outlook for 
Republic is good: who, under the pres- 
ent circumstances of monetary and po- 
litical uncertainty could look further? 
Steel operations for the country as a 
whole are about 56% of capacity and, 
with the automobile industry not yet 
at its peak, they are likely to go still 
higher. Undoubtedly, Republic has 
participated fully in the upturn and in 
all probability actually is making 
money. Although the company will 
certainly report a loss for the full year 
1934, any disappointment arising from 
this will be tempered by the knowl- 
edge of the relatively excellent showing 
that is being made in the current quar- 
ter. 


Although not altogether logical, Re- 
public’s stockholders will derive com- 
tort from the thought that they are 
embarking (assuming the permission of 
the anti-trust laws) upon merger and 
recapitalization under the good omen 
of mounting steel activity. 
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legislation, which in effect would make 
the Federal Reserve System virtually a 
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bank. A government which is spend- 
ing and borrowing more than any gov- 
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could not assure itself of a more con- 
venient financial vehicle in which to 
coast indefinitely along the road of 
budgetary inflation. 

Some day our ride along this road in 
all probability will become a very ex- 
citing one, quiet as it may seem today. 
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come less and less as the demands by 
government grows more and more. 

Already our standard of living is 
declining as a result of fear and iner- 
tia and appalling Government expendi- 
tures. Of the 25 billion dollars that 
were spent in retail trade last year, 5 
billions are accounted for by Govern- 
ment relief expenditures. Such facts 
must be considered in the calculations of 
every business man when he makes his 
plans for 1935-36. Thoughtful men 
are filled with anxiety for the future 
if we do not retrench and take out of 
the hands of Government bureaus the 
economic direction of those activities 
which are proving so costly to the 
country. 

It has taken five hundred years for 
men to progress up to this point from 
the Dark Ages. It has taken three 
hundred years of hard toil to develop 
this nation to its present level. And 
yet the work of many generations can 
be destroyed in the space of a few 
years by thoughtlessness which disor- 
ganizes, by waste which does not pro- 
duce, and extravagance which is the 
base for too much of the taxation 
which is being levied. 
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Annual Statements 





CONNECTICUT 


December 31, 1934 


THE TRAVELERS INSURANCE COMPANY 


(Seventy-first Annual Statement) 


ASSETS 
U. S. Government Bonds . $181,661,098.00 
U. S. Govt. Gtd. Bonds 4,596,200.00 
Other Public Bonds : 74,349,041.00 
Railroad Bonds and Stocks 64,091 ,173.00 


Public Utility Bonds and Stocks —60,357,596.00 
Other Bonds and Stocks 36,88 1,629.00 
First Mortgage Loans . 78,234,156.72 


Real Estate—Home Office 
Real Estate—Other 

Loans on Company’s policies . 
Cash on hand and in Banks 
Interest accrued 
Premiums due and deferred 
All Other Assets 


TOTAL 


12,386,943.61 
40,007,429.64 
122,282,347.37 
13,649,696.14 
9,235,784.55 
25,656,635.80 
609,543.40 


$723,999,274.23 





RESERVES AND ALL OTHER LIABILITIES 


Life Insurance Reserves . $618,384,722.24 
Accident and Health Insurance 

Reserves 9,248,310.74 
Workmen’s Compensation and 

Liability Insurance Rescrves — 45,035,819.95 
Reserves for Taxes . 3,192,723.02 


2,285,875.89 
8,846,861.59 


Other Reserves and Liabilities 
Special Reserves 








Capital $20,000,000.00 
Surplus 17,004,960.80 
37 ,004,960.80 
Tor TAL $723,999 274.23 

















T HE t RAV ELERS INDEMNI T Y ‘COMPANY 


(Twenty-ninth Annual Statement) 


ASSETS 
U. S. Government Bonds . $3,785,039.00 
Other Public Bonds 2,063,358.00 
Railroad Bonds and Stocks 2,149,592.00 
Public Utility Bonds and Stocks 1,194,167.00 
Other Bonds and Stocks 9 279,509.00 
First Mortgage Loans . 327,500.00 


Cash on hand and in Banks 1,663,753.53 


Premiums in Course of Collec- 
tion. a. or 1,735,300.40 


Interest accrued 97,541.43 
$22,295,760.36 





Tora. 





RESERVES AND ALL OTHER LIABILITIES 
Unearned Premium and Claim 
Reserves 


$7,790,017.25 








Reserves for Taxes . 394,543.45 

Other Reserves and Liabilities 549,307.52 

Special Reserves _ <a 4,994,783.26 
Capital ~ $3,000,000.00 
Surplus 5,567,108.88 

8,567,108.88 

ToTaL $22,295,760.36 




















THE TRAVELERS FIRE INSURANCE COMPANY 


(Eleventh Annual Statement) 


ASSETS 
U.S. Government Bonds . $8,239,000.00 
Other Public Bonds. . 482,000.00 
Railroad Bonds and Stocks 1,483,400.00 
Public Utility Bonds and Stocks 3,352,000.00 
Other Bonds and Stocks 1,609, 100.00 
First Mortgage Loans . 250,000.00 


Cash on hand and in Banks 1,535,748.88 
Premiums in Course of Collec- 
tion. reall eng 1,368,002.89 





Interest accrued 139,696.13 
All Other Assets 14,168.50 
Tora. $18,473,116.40 





RESERVES AND ALL OTHER LIABILITIES 
Unearned Premium and Claim 








Reserves : $11,413,927.90 
Reserves for Taxes . 411,500.28 
Other Reserves and Liabilities 105,800.34 
Special Reserves 1,983,045.01 
Capital $2,000,000.00 
Surplus 2,558,842.87 

4,558,842.87 
TOTAL $18,473,116.40 


Additional information about The Travelers Companies, including complete lists of securities, for 
is set forth in The Travelers Year Book for 1935. Copies will be supplied upon request. 
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